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THE OUTLOO 


The Death of President Harding—Perennial Ger- 
man Crisis—Does Prosperity Depend on High Prices? 
—Troublesome Problems—The Market Prospect 


HE death of President Harding, tragic 

and unexpected as it is, comes to the 
nation as a severe shock. And yet the demise 
of the Chief Executive occurs at a moment 
when he perhaps could hardly have made 
better arrangemer‘s for the safety and quiet 
of the nation in such circumstances. He had 
brought the principal policies of his Admin- 
istration at least to a definite stage of devel- 
opment, and had mapped out the chief lines 
of action to be followed during the remainder 
of his term of office with substantial clarity 
and certainty. The series of addresses which 
he delivered on his last journey were of a 
scope and positiveness which made clear 
that he had quite definitely foreshadowed 
the character of the decisions to be reached 
during the two years to come, and was pre- 
pared to stand by his own conclusions. Con- 
gress is out of session and, it is to be hoped, 
will remain out of session until the time con- 
stitutionally set for its regular meeting. 
There is, therefore, no change which may 
reasonably be looked for in national policy 
during the next few months. 

Finance, and, in a general way, commer- 
cial conditions are also in an unusually stable 
position. This does not mean that they are 
in all cases at their most prosperous stage 
of development; far from it. It merely 
means that the conditions affecting them are 
all well-known, or at least, as well known as 
they can be in existing circumstances. They 
are not, therefore, likely to suffer from 
sudden changes of opinion or of adminis- 
trative method. ; 

Our banking system is sound — seldom 
more so—and our financial structure as a 
whole contains few elements of unreliable 
or doubtful character. The stock market is 
in a condition of at least fair equilibrium, 


much of the excess value and inflation of 
former months having been eliminated. All 
this signifies that, even if there were indi- 
viduals or groups who were disposed to take 
advantage of a time when public opinion is 
naturally much affected and necessarily 
subject to fears, however unfounded, they 
would probably be as little able to influence 
the market by questionable tactics as they 
ever would be. As for business, while it is 
not as high in volume as it was a month or 
two ago, it is far more active than it was a 
year earlier. Its “recession,” whatever that 
may be, amounts to but little thus far, in 
fact, may be regarded as a wholesome ele- 
ment in the situation rather than as an occa- 
sion for any alarm. 

And the administration at Washington 
may be regarded as passing into safe and 
sane hands. The past record of the new 
President, in his important executive duties 
as Governor of Massachusetts, shows firm- 
ness, lack of undue self-assurance, and readi- 
ness to take sound advice as well as to co- 
operate and work with others. He has the 
advantage of a cabinet ready made to his 
hand, loyal, and including within its mem- 
bership some capable minds. That these 
men, thoroughly familiarized as they have 
become with the problems of their various 
branches of administration, will continue to 
give the nation the benefit of their aid and 
counsel under the new administration just 
as under the old one, there is every reason 
to expect. Working in conjunction with the 
Vice-President, now elevated to the office of 
Chief Executive, they will undoubtedly con- 
stitute a conservative and reliable group of 
experienced administrators. There is no 
reason to doubt their success, and their 
moderation in the management of affairs. 
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This does not mean that success or pros- 
perity is assured but only that arrangements 
have been fully made for guarding against 
special or unusual dangers growing out of 
the country’s great loss in the death of 
President Harding. There is the same 
menace to finance and trade that has ex- 
isted for a long time past, in the constant 
onslaughts of so-called “radical elements” 
in and out of Congress. Fortunately, a good 
many of the leaders of this group in the 
politics of the country are now abroad, but 
they will come back in due time, and there is 
no reason to doubt that they will be inclined 
to resume their efforts at disturbance. Is it 
not possible to secure a “moratorium” or 
truce on the part of these destructive factors 
in our public service, with a view to 
granting time for a consolidation of public 
opinion as to pending issues and the selec- 
tion of the new Executive who must within 
comparatively few months be chosen by 
popular ballot? It ought not to be too much 
to hope that such cooperation might be had 
in the stabilization of our national policies. 
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TROUBLESOME HERE are unques- 

tionably depressing 
elements or factors of a 
broad economic sort in 
both politics and business at the present 


PROBLEMS 


“ moment; and he would be foolish or neg- 
lectful who refused to admit their existence. 
Fortunately from one standpoint at least, 
they are today chiefly of our own making. 
The agitation of anti-railroad plans, the 
attacks upon our banking system, the 
attempt to initiate methods of unsound 
farm finance, the gradual development 
of a fresh hostility to business, are all 
factors which are injurious to sound con- 
ditions and are doubtless having a very 
broad influence. They are, however, ele- 
ments in the situation that are entirely sus- 
ceptible of correction, and can be overcome 
by the community, if it be disposed to do 
what is needful in the way of admonishing 
the politicians. Few or none of the charac- 
teristic symptoms of depression or recession 
in business are now visible. 

Ordinarily on such occasions, there is an 
over-extension of credit, an accumulation of 
surplus goods unsold, lack of employment, 
and other similar conditions. None of these 
factors are present in any marked degree to- 
day; and while unsatisfactory foreign de- 
mand, declining export business and mal- 
adjustment between agricultural and other 
prices are all unfavorable elements in the 
situation, they are certainly not the con- 
tributing causes usually mentioned by busi- 
ness forecasters as pointing definitely to 
depression or reaction. They, like other ele- 


ments in the situation, already mentioned, 
may be mitigated, if not largely corrected, 
by direct and courageous action designed to 
remove obstacles from the path of economic 
development. 


“oY 


VEN without the 
Presidential trag- 
edy, the markets have 
abundant troubles of 
their own. Again the effort is made by 
observers of a certain type to have it appear 
that financial and trade conditions are enter- 
ing upon a period of “depression” represent- 
ing the inevitable outcome of what is called 
an “economic cycle.” This is used by stock 
market traders as support for attempts to 
make it appear that prices are headed for 
lower levels over a period of considerable 
duration. It is not to be denied that ad- 
vances and declines of prices and business 
activity have alternated with one another 
for years past, upward movements succeed- 
ing, and contrasting with, downward move- 
ments or eras of comparative inactivity. 
The inference drawn by some that there is 
a kind of fatalistic necessity about this so- 
called “business cycle,” and that the general 
movement of trade must inevitably recede 
or shrink about once in so often has, how- 
ever, nothing to commend it. Business and 
prices advance because of definite causes; 
they recede for like reasons, and at any given 
moment the urgent question to be answered 
is not whether a given length of time has 
elapsed since business last reached its 
“crest,” but whether there is any good 
reason for expecting to fall into the “trough” 
for a longer or skorter time as the case 
may be. 


PROPHETS 
OF 
DEPRESSION 


CoS~ 


NCE more the price 

trend in the com- 
modity field is being 
rather morbidly watched 
as affording an index to business activity, 
and hence to security values. There is a 
well-founded recognition that the movement 
of prices for staples has a most important 
relationship to the direction of business de- 
velopment. For the third consecutive month 
now there has been a minor, but unmistak- 
able depression of the wholesale price index. 
The total decline is not very great, certainly 
not enough to unsettle trade in any serious 
way. Indeed, when analysis is made, it ap- 
pears that the lowering of average prices in 
general is largely the result of a falling off 
of agricultural values which has naturally 
tended to affect the general figure. Had it 
not been for the decline in these agricultural 
prices, there may be reasonable doubt 
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whether the figures for other commodities 
would have shown any average depression. 
The decline at all events would have been 
very slight. There is an increasingly general 
view that something should be done through 
common action to curb the general advance 
of prices which has for a good while been 
in progress and is bringing about an in- 
creasingly irregular and uncertain distribu- 
tion of wealth. The factor which more than 
any other restrains the advance of money 
rates in this country is the fear that in- 
creases in the rate of charge will produce 
political dissatisfaction by reason of the 
effect thereby entailed upon the general 
price level. For some obscure reason there 
is a widespread, if not universal, belief that 
a close connection exists between prosperity 
and a high and rising price level. The base- 
lessness of this notion is once more illus- 
trated by the growing discrepancy between 
agricultural and other values of commodities. 

This places a rather different face on the 
price situation. It appears that danger, so 
far as there is any, comes not from general 
recession but from maladjustment of values 
to one another. This, in itself, is serious 
enough, since it limits the purchasing power 
of one large section of the community and 
so tends to hurt the distribution of goods 
among the various buyers. Such maladjust- 
ment is not, however, the basis of a condi- 
tion like that which has appeared in times 
past when it seemed that all prices were 
considered too high, so that what was needed 
was the adoption of policies designed to 
bring about recessions; which, however, 
themselves acted as a serious damper upon 
business, discouraging enterprise and grad- 
ually tending to limit trade by emphasizing 
uncertainty as to the future. Differences 
between different groups which result in 
uneven distribution of wealth and unfairness 
of industrial return call for rearrangement 
of taxation and for readjustment of the 
volume of production and business to reflect 
the altered conditions. 


CSB 


ERMANY’S peren- 

nial crisis has ap- 
parently reached a very 
definite turning point in 
the breakdown of negotiations between 
England and France looking to the settle- 
ment of the outstanding issues involved in 
the reparations controversy, with special 


A NEW 
GERMAN 
CRISIS 


’ reference to the Ruhr. France and Belgium 


in effect ignore England’s proposals for a 
new basis of negotiation with Germany. 
They, in substance, manifest an intention to 
persevere in the Ruhr experiment, notwith- 
standing that it has thus far proven so ex 
cessively costly to both of them, as measured 


in terms of actual outlay. Great Britain 
sees the hazard involved to world trade and 
finance, as well as to world quiet, in the con- 
tinuance of present conditions, and desires 
to bring about a settlement upon some effec- 
tive working basis that will permit an ad- 
justment to take place and some real pay- 
ments to be made on reparations account. 
Why should this proposal not be permitted 
to take effect? Only, it would seem, because 
of the indisposition of the French to abate 
one jot of the programme of retaliation 
which they have mapped out, but which is 
yielding them so little in the way of a real 
income. 

No wonder that British public opinion is 
tired out with the continuous infliction of 
the present impossible condition of affairs 
upon a worn-out community. Premier Bald- 
win proposes an effective programme of 
reparations, including currency and budget 
reform, restoration of regular remittances 
in goods or money,.and international con- 
trol of German financing. Surely this is 
reasonable, and ought to appeal to even 
French public opinion, yet apparently it has 
little chance of success. In these circum- 
stances, how can other countries bring 
themselves to criticize the reported intention 
of Great Britain to deal separately and in- 
dependently with the reparations question? 
That, in fact, is the only road to any real 
solution. 


CRQdo 


MORE TROUBLE NCE again we have 
WITH with us the repeti- 
GOVERNMENT _ tion of difficulties with 
CROP REPORTS ‘Government crop re- 

ports which seems to be 
an annual feature of the “heated season.” 
The Government now announces a cotton 
condition for the end of July of 67.2, or a 
decline of nearly 3 points from the preceding 
months. At the same time, private reporters 
all concur in putting the figure much higher 
than that advanced by the Government. The 
interesting feature of the entire situation is 
the apparent lack of confidence which the 
figures of the Agricultural Department “en- 
joy.” Evidently the report is regarded 
merely as a basis for speculation, being used 
to “jack the market up” or run it down 
again as circumstances permit. 
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S this is written, the 
market is showing 
ample evidence of 
underlying strength, resulting from the 
preparation for a better market which has 
been in progress for some time. A more 
complete discussion of the present situation 
will be found on Mr. Wyckoff’s page. 
Monday, August 13, 1923. 
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What’s the Matter with Business? 


Or Isn’t There Anything the Matter With Business?—Industrial and 
Financial Leaders Give Their Views to The Magazine of Wall Street 


NLY a few weeks ago a cold shudder passed over 
the business and financial worlds. Stocks dropped 
sharply, hesitation replaced cenfidence in business 

circles and the cryers of fear and disaster raised their 
* voices in the market places. Old ghosts were resur- 
rected and new ones created. The calamity howlers 
were abroad in the land. The worst was yet to come, 
securities were going to smash and business with them. 

And so -on ad infinitum and ad nauseam. 

Fundamentals, however, refused to corroborate the 
dire predictions. There was a general slackening in 
activity, a natural and healthful reaction from too rapid 
forward movement, but no important weakness in the 
business’structure developed. The banks were bursting 
with money, interest rates showed no nervousness, no 
cancellations of moment were noted and reports of earn- 
ings continued highly satisfactory. 

Trained observers were puzzled. Had the stock 
market failed in its function as a business barometer 
or was it interpreting events too far ahead to be re- 
flected in the day to day indices of trade? Would the 
end of this year see business in full retreat or was the 
decline in securities merely a minor movement of not 
sufficient importance to be regarded as an indicator of 
the broad business movement? 

With this problem in mind THE MAGAZINE oF WALL 
Street asked a number of industrial and financial 
leaders to give their views on the present situation and 
outlook. We present them herewith for the informa- 
tion of our readers. 





“Business 


Normal for 


the Season” — 


John A. Topping 


Chairman, Republic Iron and Steel Co. 


M®: John A. Topping, Chairman of the Republic Iron 
and Steel Company, on his return from the Middle 
West, was asked by a representative of THE MAGAZINE 
oF WALL STREET, how he found business, and what he 
thought of the outlook for the balance of the year. His 
reply to these inquiries suggests that Wall Street’s view 
of the business recession has been somewhat overdone. 

“Business,” stated Mr. Topping, “all things consider- 
ed, is good, with current demand about normal for the 
season. While Wall Street pessimism has been an adverse 
influence, nevertheless, Wall Street now is less a factor, 
as both business sentiment and demand during the past 
month, have improved, and further improvement seems 
probable; in fact, steel operations for July were in ex- 
cess of expectations, the volume ‘of orders having ex- 
ceeded the preceding month’s total, but, of course, fell 
Anon - 


short of the record month of May. Aside from the 
encouragement of an improved demand for iron and 
steel, general business, measured by the usual trade 
indices, also shows continued activity, as is evidenced 
by the trade reports of the mail order houses, retail 
stores and railroad reports of freight car loadings, all 
of which indicate that consumption has not been ma- 
terially affected. 


Some Further Evidence 


As a further evidence of the soundness of general 
business conditions, it is gratifying to note, that savings 
bank deposits have substantially increased; likewise, 
statements of earnings of all banks, industrial companies 
and railroads show gratifying results. Opinion is gain- 
ing ground that too much importance has been attached 
to ‘dollar wheat,’ and as one New York daily paper 
recently pointed out, wheat represents only about 0% 
of the farm crop values—what about the other 94%, 
where maximum yield and better prices rule? Another 
competent authority points out in this connection, that 
the purchasing power of the farmer at the present time, 
as compared with the 1914 harvest season, is approxi- 
mately 75%, which clearly suggests that the agricultural 
districts are not facing a calamity. 

It may be admitted, that the business skies are not 
without dark clouds; the principal source of concern 
continues to be the reparations question, but even this 
trouble is at least approaching a point where a settle- 
ment may be near, as it is hardly possible that Germany 
can continue her present policy of passive resistance 
with continued issues of paper currency. Regardless 
of the outcome of the Ruhr situation, however, there 
is no reason for assuming that business here will not be 
of normal volume, as there is no unemployment—on 
the other hand, a scarcity of labor—wages are high, and 
the purchasing power of our people is not seriously im- 
paired, and their living requirements are just as insistent 
as they were during the first six months of this year, 
when business was both active and prosperous. In other 
words, business fundamentals are no less sound than 
they have been; in fact, conditions have improved rather 
than otherwise, inasmuch as crops were in prospect 
during the first six months of the year, whereas now 
crop values can be more accurately measured by the 
harvest under way. 


Basis for Hope 


Is it not, therefore, reasonable to conclude, that we 
have a fair basis for hopefulness, and but little basis 
for pessimism, particularly as money is cheap and 
abundant—speculation in the commodity markets is 
absent—stocks are normal, and in many lines, sub- 
normal; and so long as present business caution is 
exercised, no abrupt change in values seems probable? 

As to the steel industry, operations are close to 80% 
of capacity, and under existing conditions of labor sup- 
ply, taken in connection with the elimination of the 
twelve-hour day, no increase in output beyond this level 
can be reasonably expected. This change in working 
schedules by the iron and steel works of the country, 
notwithstanding statements to the contrary, will mean 
an increase of substantial proportions in cost of pro- 

THE MAGAZINE OF WATT. STREET 





iction, and ultimately, these increases in cost must be 
reflected in selling prices. 
\s heretofore, industry generally, will continue its 
rts to lower costs by the introduction of any devices 
processes suggestive of greater economy, or saving 
abor, but in view of the strides already made in this 
ction by the steel industry in particular, it is not 
ly that sufficient additional labor-saving devices can 
e brought into use, to more than partially offset in- 
ised cost, and it will require time and study to ac- 
riplish this. 
he most serious problem ahead of all industry is the 
res'riction now placed on an adequate labor supply, 
through the operations of the present Immigration Laws, 
unless relief is soon granted in this direction, or 
more reasonable provision made for our growing needs 
for labor, our resources cannot be fully developed, and 
i:her can the requirements of this country be met for 
eased production in all directions, without which, 
cannot have enduring prosperity. 
n other words, to get back to ‘normalcy,’ or to a 
ation where commodity values are more equitably 
inced, we must not only give the Farmer an ade- 
ite supply of labor, but likewise industry in general, 
cheaper food, clothing and all the essential things 
«essary for life and comfort, depend upon maximum 
production, rather than as now, the minimum, with con- 
sequent high prices.” 





“ Business 


Volume in 1923 


Will Be Near 
Record’ — 


A. R. Erskine 


President, The Studebaker Corporation 


EEKERS for gloom need waste no time knocking at 
the door of the head of the Studebaker Corp. who 
says: 

“The business situation in the United States is un- 
usually good at the present time. Our industries, rail- 
ways and mercantile institutions, are operating near 
capacity. Business in the building trades is on a record 
basis, wages are high and unemployment is negligible. 
Agriculturally the only weak spots are wheat and hogs 
as cotton, corn and fruit producers are prosperous. The 
wheat overproduction, with consequent price decline, 
creates dissatisfaction among producers which is re- 
lected in political unrest and agitation for government 
aid. Co-operative marketing by producers, coupled with 
an intensive national campaign through newspapers and 
by advertising to induce people to eat more wheat bread, 
might absorb the overproduction at profitable prices. 
Undoubtedly consumption can be greatly increased by 
vigorous selling methods. Foreign wheat is practically 
shut out of the United States and a twenty per cent 
‘overproduction’ should not be a serious matter. What 
wheat producers need is a strong selling and financial 
organization to market their output. Generally speaking 
the United States is unusually prosperous and the 
volume of 1923 business will be close to the high record. 
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J. W. Harriman 
Says “We Are 
Suffering from 
a Case of 


Nerves” 


President, Harriman National Bank of New York 


W. HARRIMAN, president of the Harriman Na- 

¢ tional Bank, does not mince words in analyzing the 

business and financial situations. As the head of an up- 

town bank in the heart of New York City’s retail section 

Mr. Harriman is in closest touch with the retailer. He 
said: 

“The investing and buying public is suffering from 
a case of nerves. The present pessimism is both un- 
founded and foolish. If people kept their noses a little 
farther away from stock-ticker tape they would be bet- 
ter off. 

If a man owns a country place which he believes to 
be worth, say $100,000, he is not disturbed if conditions 
arise which make it impossible to sell at that price. He 
knows the property’s intrinsic value and that in any 
event he can get a very substantial price. If, on the 
other hand, he owns a hundred shares of stock and it 
goes down a few points he gets worried and cautious. 
He forgets all about underlying intrinsic values. 

The present situation is entirely psychological. There 
is nothing the matter with business. If people would 
only make up their minds that everything is on a sound 
basis we would settle down into the rut of good times. 
Three years ago retailers were loaded up and as a result 
received a severe lesson. Now they are leaning to the 
other extreme. You go into a shop and order a dozen 
pairs of socks and you get six pairs and a promise that 
the remaining six will be delivered within a week. The 
retailer is buying only for the needs which he can clearly 
see. There are plenty of boxes on the shelves behind 
the counters but they are empty boxes. If retailers 
should start to stock up I hesitate to say where prices 
might go. 

Only recently I was talking with the head of one of 
the largest retail stores in the city. He said: ‘I am 
carrying only about 331/3% of normal stocks and it 
worries me. Why? Because when a customer asks for 
something which I am not carrying I am more than 
likely to lose a customer. And disappointed customers 
are sure to tell all thei: friends. It is the worst sort of 
advertising.’ This is but an individual instance but it 
is typical. 

As a matter of fact we are 100% better off than we 
were a year ago. Demand is excellent and small stocks 
mean a strong underlying condition. 

The situation abroad is a great disturbing factor but 
it has reached a point now where it has got to be settled. 
In my opinion we will see that situation well on the road 
to settlement by the first of September. Secretary Mel- 
lon’s visit to Europe will be productive of results, I 
believe. 

One of the great troubles in this country is the lack 
of intelligent co-operation. Let ten Englishmen sit to- 
gether around a table and they get somewhere. They 
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may have their arguments and disagreements, of course, 
but they are all working for a common objective. If 
ten Americans get together and one makes a proposition 
the other nine say to themselves, ‘What is he trying to 
put over on us?’ If we are to progress we must learn 
to co-operate. 

The current earnings reports are the best indicators 
of business. Look at the recent statement of the U. S. 
Steel Corporation which, after charging off $10,000,000 
for depreciation, showed a net many millions better than 
the most optimistic estimates. Look at the earnings of 
the motor car companies. The world is moving on 
wheels. I can see nothing to be pessimistic about.” 


—— 
—_ 





J. W. Barton 
Would Declare 


“Moratorium 


on Legislation” 


Vice-President, Metropolitan National Bank, 
Minneapolis, Minn. 


M® Barton finds the foreign outlook and what he 
terms the “political rampage”’ in this country as the 
two weak spots in the present situation. He says: 

“The stability of a nation lies principally in the moral 
character and business integrity of those of its citizen- 
ship who direct and manage its business institutions. In 
this regard America excels the world, yet we cannot 
help but feel apprehensive as to the present and future 
situation. American business is suffering from two 
causes well realized : ad both of which are beyond the 
power of business men alone to correct. 

First, the foreign situation and secondly, the political 
rampage on in this country, which apparently will have 
to run its course. Neither of these conditions can be 
corrected by legislation. On the contrary, they would 
be more quickly adjusted if a moratorium on all new 
legislation was declared. The principal cause of political 
unrest in this country is the difference between what 
the producer, particularly the agriculturist, receives for 
his products and the prices which labor receives for its 
time, and I cannot but feel apprehensive because of the 
fact that the majority of the people hold convincingly 
to the idea that this difference can be corrected by legis- 
lation. In their frantic efforts to thereby bring about a 
balanced economic situation I fear for the results, espe- 
cially in the way of inequalities imposed by burdensome 
tax laws. If the stability of this country is to be main- 
tained and we are to go on in the years to come and 
function as a well-balanced, representative form of gov- 
ernment, the principles of the gold standard and the 
Federal Reserve System must necessarily survive. Dis- 
tasteful as it may be to the majority of our business men 
to plunge into politics, the time has arrived when they 
will have to respond to the call and defend the principles 
upon which has been constructed the greatest industrial 
and commercial nation of the world. The present busi- 
ness situation is not satisfactory because the cost of pro- 
duction is too high and too uncertain. Labor has not 
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been liquidated in proportion to the measure of liquida- 
tion which has taken effect in all other lines, particularly 
agriculture, and we are not going to arrive at a balanced 
business situation in this country until there is an ap- 
preciable advance in farm products and a more depend 
able feeling regarding the attitude of labor. There can- 
not be satisfactory operation of industry on a smull 
margin of profit when that operation is subject to sudd 
increased demands of labor for more money under 
threat of strikes and their attendant enormous Cos's. 
These are problems we must face and adjust. They 
may have to be adjusted at great expense and by ; 
period of inactivity and a beginning anew, but they c:r- 
tainly cannot be adjusted by legislation. I have con‘- 
dence in a final: readjustment which will bring abo 
peace and prosperity and a well-balanced economic sittia 
tion, because I believe in the intelligence and moral fibre 
of the majority of our people. As for the immediate 
future a movement is under way which promises to 
duce the spread between farm product producers a 
consumers. Railroads are making new highs, labor i 
temporarily quiet, the cancellation and overstocking d's- 
ease seems to have run its course, the Federal Rese: 
Board has apparently learned the uses of the throt 
and inflation has been and doubtless will be, sternly 
checked. I look for fair business this fall and winter.” 


> 





Charles 

E. Mitchell: 
A Tempered 
Optimist 


President, Naftonal City Bank of New York 


R. Charles E. Mitchell, president of the National 

City Bank of New York, regards the present busi- 
ness situation and outlook with a tempered optimisn 
He said: 

“Outside of the agricultural situation I see no not- 
ably weak spots in the business prospect. There can be 
no doubt that the agriculturist has his problems, but t 
question is pertinent as to whether even his troub 
have not been over-emphasized. 

General business is good and seems likely to remai 
good. We are noticing an increase in the demand fo 
money which is a sigh of larger business activity. There 
may be some credit expansion but none of any consider- 
able moment. The recent reaction was, perhaps, neces- 
sary. It has checked a too rapid forward movement and 
strengthened underlying conditions. 

There is no doubt in my mind that the decline in t 
securities’ market has had an appreciable effect upo1 
commodity buying. The Wall Street exposures ha 
had a profound effect upon the purchaser of securities 
which in turn reacted upon commodity purchases. | 
vestors and business men are in a waiting frame of 
mind. 

We have had the longest period of dullness in thie 
bond business that I have ever known. With some e> 
ceptions hew issues are not going very well but that is 4 
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condition which will eventually pass away. The bond 
market of today is a market of small investors and the 
small investor has been badly scared. He is doubtful 
ibout all things financial. This does not worry me at 
Jl. We are passing through a period corresponding to 
onvalescence after an illness. 

There can be no doubt that a number of bad practices 
iad crept into the investment business. Following the 
var, many young men launched out into finance on an 
insound basis. That situation had to be rectified. There 
s no pressure on high-grade bonds. The investor may 
10t be buying but he is not selling. 

The foreign situation is of great importance but is 
me about which no one can speak with authority. In 
ny Opinion it is of more importance now than at any 
ime since the war. For a long time we expected the 
rade balance to turn against us and were pleasantly dis- 
\ppointed. Now it has actually done so and is a factor 
hat must be considered. 

I do not look for any great volume of increased ac- 
ivity in the near future but I believe business should 
‘ontinue on a very satisfactory basis for the balance of 
he year. The outlook is for somewhat higher money 
ates this Fall.” 





Mourners’ 
Bench”~— 


F. Edson White 


President, Armour & Co. 


+ EF are leaning back a little too far. Trade in nearly 

every line is substantial,” is the gist of the re- 
marks made by F. Edson White, president of Armour 
& Co., in response to our request for an expression of 
pinion on the business outlook. Mr. White's full state-. 
nent follows: 

“For a year past the greatest danger this country has 
faced was that a boom would develop and replace the 
steady and healthy growth of prosperity with a rapid 
and unhealthy mushroom structure that could not hold 
up. Accordingly, far-seeing and right-thinking men 
preached caution, and there has been caution, so that 
business as a whole is on a sound, substantial basis. 
Possibly Providence is now working along similar pre- 
cautionary lines in permitting attention to be focused 
on some comparatively small clouds in an otherwise 
smiling sky, else why should we magnify the ills of the 
wheat market and blind our eyes to a big corn crop 
selling at from 15 to 25% over last year’s crop, and 
a wonderful cotton crop getting ready for the pickers 
at the highest price in history at ginning time? 

It is a fact that the nation’s prosperity is founded 
on successful agriculture, but there is no reason why 
the condition of the wheat-farming states should be 
considered indicative of the condition of all agricul- 
ture. I do not seek to minimize the troubles of the 
wheat farmers. They have suffered heavy losses and 
they are deserving of economic aid and assistance, but 
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there is no occasion for the people of this country to 
crowd the mourners’ bench. 

This big, resourceful country of our presents hun- 
dreds of reasons for optimism as to the future. The 
great corn and cotton crops are just high spots. Good 
yields of all kinds are in prospect and no real failures 
are in sight. Consumption is holding up remarkably 
well and there will be markets for whatever the farmers 
are producing, and every bushel of new product that 
is marketed means just that much new wealth added 
to the nation’s resources. The new wealth thus being 
created this year is tremendous. 

Trade in nearly every line is substantial.’ The rail- 
roads are handling the heaviest tonnage in their history 
—and doing their job well. All available labor is em- 
ployed at very high wages. Of course, this is a source 
of worry to those who realize that eventually there must 
be an equalization between the wages of labor in the 
factories and labor on the farms, but the rate at which 
the workers are spending their wages is keeping the 
mills and factories going full tilt, thus, for the moment 
at least, alleviating the ills of the inequality. 

The packing business—always a good barometer of 
national conditions—presents a pleasing prospect. Re- 
ceipts that a few years ago would have glutted the mar- 
ket and ruined thousands of producers and caused cel- 
lars and store houses to be piled high with surpluses, 
are going steadily into consumption and at reasonable, 
even if not extremely profitable, prices. The ability of 
the American public to keep the food stream moving 
at the consuming end is, to me, one of the best indi- 
cations of the stability and substantiality of general 
conditions. 

I am by nature an optimist and I found it difficult 
to hold my optimism in check during the period when 
it was obvious that too much optimism would be bad 
for us. Caution and conservatism are still necessary, 
but there is no occasion for permitting pessimism to 
direct the nation’s affairs. We have leaned backward 
a little too far. With agriculture producing boundless 
new wealth of marketable products; with the railroads 
in shape to facilitate distribution; with business and 
industry rid, or nearly rid, of war-induced fat and 
flabbiness, and with the public in need of and able to 
buy commodities as never before, it seems meet and 
right that the optimists should kick the pessimists out 
of the saddle and do a little riding.” 


= 
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“The Present 


Situation Is 


Satisfactory’ — 
S. M. Vauclain 


President, Baldwin Locomotive Works 


PPARENTLY Mr. Vauclain was finding enough 
business activity to prevent him from answering at 
length our query. His six word reply, however, tells 
a complete story. It is: 
“The present business situation is satisfactory.” 





What Point Have We Reached in 
the Investment Cycle? 


A Plain Statement on Conditions in the Investment Market 


NVESTORS of most 

sizes and shapes have 

seemingly stopped won- 
dering what the recent de- 
cline in securities was about 
and are apparently grimly 
determined to refrain from 
investing until what will ap- 
pear to them a more pro- 
pitious time for such under- 
takings. As a result, the 
savings banks are filled up 
to overflowing and the great 
majority of investors have 
taken to hoarding on a grand 
scale, 

This is natural, for it is 
unreasonable to expect a man 
to invest his surplus funds 
or capital when he is so de- 
cidedly uncertain, as he ap- 
parently now is, about the 
prospects for his _ invest- 
ments. And yet, when one 
indulges in the sport of in- 
quiring as to the reasons for 
the indifference of Mr. In- 
vestor, he is apt to fall upon 
some rather amazing condi- 
tions. 


The Reason Why 


The fact of the ‘matter 
seems to be that investors 
are not generally refraining 
from the investment markets 
because they are pessimistic 
as to the outlook for busi- 
ness, or because they are 
afraid of what may happen 
in Europe, or because the 
farmer is indulging in his 
favorite pastime of grum- 
bling over prices, or because 
Mr. Samuel Gompers  sol- 
emnly wags a finger at our 
recalcitrant “reds.” It appar- 
ently hasn't anything much to 
do with these or other more 
solid and plausible reasons 
generally given for the re- 
duction in security values 
that has taken place in the 
past few months. 

In reality, the re- 
luctance of the 
average investor to 
enter the security 
markets on a large 
scale, despite the 
current attractive- 
ness of individual 
prices, is due al- 
most solely to the 
fact that he has 
been entirely un- 
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The Trend of Major factors 
In Business and Securities 
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security decline. 


Particular attention is called to the graph on bank transactions (as shown by of 
debits to individual accounts) which is recognized as the most complete rep- 
resentation extant of the trend in business in the United States. 
noted that the volume of business continues far in excess of the average amount 
at any time since 1920. Considering this fact and comparing this graph with 
that on stock prices, it is seen that the downward movement in stocks has been 
far in advance of that in business itself, indicating the artificiality of the 


It is to be 


nerved by the late spectacle 
of falling prices. 

The fear that prices might 
descend still further, has 
been transmitted from one 
investor to the other until 
only the most canny are in 
the frame of mind which 
would permit the addition of 
investment stocks or bonds 
to their holdings. The aver- 
age investor is out of it, and, 
while he may justify his con- 
science for his refusal to 
participate of the current 
investment opportunities by 
citing the conventional hy- 
pothesis of a business de- 
pression or a_ collapse of 
Europe, the fact is that down 
in the bottom of his heart 
he knows that he is just sim- 
ply afraid, and that is all 
there is to it. The psycho- 
logical reaction that has 
taken place among investors 
during the past few months 
is probably more accountable 
for the depression in prices 
than all the other nameable 
factors combined. Once this 
sort of umreasoning fear 
takes root there is no stop- 
ping it until it has finished 
its logical course. 

The term “psychological,” 
when applied to reasons for 
fluctuations in security, is 
generally looked upon as ta- 
boo by our more stolid and 
solid economists. Yet they 
do not do sufficient justice 
to the force of common hu- 
man traits in their applica- 
tion to the staid processes of 
business. Speaking simply, 
investors are just as _ fre- 
quently moved by the intan- 
gible elements in any given 
situation as the more con- 
crete and readily ascertain- 
able factors. Enthusiasm 
and its reverse, apprehension, 
are infectious among inves- 

tors. Nothing suc- 

ceeds like success, 

and the spectacle 
steadily rising 
prices, with its im- 
plications of profits 
to others, is almost 
certain to result in 
bringing nearly 
every one within 
range into the mar- 
(Turn to page 759) 
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Why a Recovery in Europe by Next 
Winter Would Not Surprise Me 





““7 mean that the will to work will have crushed the will to quarrel, and 
that all Europe will study the composition of its difficulties, problems and 
disputes, instead of their complication, entanglement and general bedevilment!”’ 





O long as we have large surplusages 
S 0 products which must find their 
main market in Europe, the economic 
and financial conditions prevailing there 
nust be of profound importance to the 
United States. It is American farmers 
and producers of raw materials who are 
the backbone of our export commerce. 
Europe is the chief market for both. Our 
general economic policy, to be intelligent, 
must be shaped to what is transpiring and 
impending in the Old World. 
Accordingly, by direction of the Sec- 
retary of Agriculture, I went recently to 
Europe to get that visual and personal 
knowledge and background which are al- 
ways of importance in interpreting the 
most exhaustive statistical information. 
We desired a first-hand impression as to 
whether Europe was progressing or ret- 
rograding in respect to normality, both 
in regard to private industry and trading, 
and governmental financing and currency. 
I will first briefly summarize the im- 
pressions I received of the economic posi- 
tion of the different countries, preliminary 
to certain general conclusions. 


Unemployment in Great Britain 


Despite her enormous national debt of 
$38,000,000,000, equivalent to $800 per 
capita, as compared with $200 in the Unit- 
ed States, and despite relative depression 
in export trade—so essential to her con- 
tinued prosperity and even to her existence 
as an important nation—Great Britain has 
large amounts of capital available for in- 
vestment in productive enterprise. She is 
stiil the premier creditor nation of the 
world, and during 1922 invested $635,000,- 
000 in foreign properties and securities. 
But industry is far from normal, taken as 
a whole. While the French occupation 
of the Ruhr has so far been detrimental 
to French industries, it has, interestingly 
enough, been of positive benefit to Eng- 
land which has steadfastly opposed the 
Ruhr adventure. Coal production and the 
iron and steel industries have undoubt- 
edly benefited for the time being from 
the locking up of those industries in the 
Ruhr. Shipbuilding, although now falling 
off again, is in far better shape than in 
the latter part of 1921 and most of 1922. 
The cotton textile industry is relatively 
flat. 

The low condition of the export trade 
is reflected in great unemployment, at 
least 1,250,000 laborers being out of work, 
though tere is slow improvement in this 
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By CuHarves J. BrRanp 


matter. Unemployment and its attendant 
misery and discontent are resulting in one 
of the greatest losses any nation that 
aspires to further growth can have—losses 
of a kind that have made history in the 
past. England is losing through emigra- 
tion tens of thousands of skilled workers 
—perhaps the cream of them. It is not 
only the unemployed that are going, but 
many of those who have employment. 
The United States is getting the bulk of 
these desirable persons. The British im- 
migration quota was exhausted at the end 
of ten months last year, and the way the 
British are now crowding into the immi- 
grant ships for America, it will be ex- 
hausted earlier this fiscal year. The old 
land will sorely miss them when trade 
again becomes brisk. But if England is 
doomed never to regain the high position 
she held before the war, emigration will 
be necessary and desirable. If she can- 
not export what all her workers are ca- 





CHARLES J. BRAND 


Market Specialist of the U. S. Depart- 
ment of Agriculture and Financial Ad- 
visor to the Secretary, whose trenchant 
views on the European outlook, as stated 
to Theodore M. Knappen, our Washing- 
ton correspondent, are reproduced here 





pable of producing, she must export 


workers. 
Is France Soundly Prosperous? 


France presents a great contrast with 
sritain, and that contrast is a measure of 
the different attitudes of the two greatest 
powers of Europe toward Germany. 
There is no unemployment in France, and, 
instead of emigration, there is immigra- 
tion; the influx of laborers this year, 
some of them from England, amounts to 
500,000. There is an abundance of capi- 
tal for domestic enterprises. Everyone in 
France appears to have money to spend. 
There are practically no beggars except 
the professionals. The manufacturing in- 
dustries are exceedingly busy, and, despite 
the “boomerang handicaps resulting from 
the Ruhr occupation, iron and steel out- 
put surpasses former levels. Due no 
doubt to the vast reconstruction of the 
war area, the building material industries 
are feverishly busy. Foreign trade is in 
virtual balance, if exports do not exceed 
imports. Wages are high, in spite of the 
fact that the purchasing power of the de- 
preciated franc is relatively low. Of the 
23,000 factories destroyed during the war, 
more than 20,000 have been replaced; and 
500,000 of the 742,000 destroyed or dam- 
aged buildings. Of the 5,000,000 acres of 
agricultural land which had to be re- 
claimed from the effects of war-front 
devastation, not more than half a million 
acres are as yet unrestored. About 25,- 
000 of the 33,000 miles of war-destroyed 
roads have been rebuilt. 

Emphatically, France is the most 
prosperous country in Europe, and 
this material well-being is seasoned 
with the agreeable consciousness of 
her people that France is the dominant 
nation of the Continent, as she un- 
questionably is. However, it is ominous 
cf the future that the budget remains 
unbalanced except by additional loans— 
though it must be admitted that there is 
no difficulty in floating the loans. To my 
mind the unbalancing of the budget is a 
disquieting proof of the fixed determina- 
tion of the French that Germany must 
supply the balance in the end, for no one 
questions the financial ability and capacity 
of the French to adjust their budgets 
to revenues whenever they determine on 
such a course. But with the national debt 
growing all the time—except as offset by 
the dubious item of reparations—the franc 
will tend lower and lower, and this may 
ultimately bring about the agony Germany 
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The ENGLISH People Must Compose Their 
Differences Because: 


“Unemployment and its attendant misery and discontent are 
resulting in one of the greatest losses any nation that aspires to 


growth can have.” 





is now enduring—the slow ruin of a large 
proportion of the middle class. 


Italy—Hurt by American Laws 


When we come to Italy we find a coun- 
try where American domestic policy is 
having a disastrous effect. Italy has long 
produced more workers than could be sup- 
ported by work at home, because she has 
not been able to create foreign markets 
in proportion to the growth of popula- 
tion, which is about 500,000 a year. A 
regular factor in Italy’s foreign trade, so 
to speak, has therefore been the exporta- 
tion of labor. A part of it is permanent 
emigration and a part of it is transient. 
Our immigration restriction has hit Italy 
hard, because exportation of people is 
really a source of wealth to her. They 
send a_ considerable 


are more in evidence in Vienna than any 
other city I saw in Europe. Proportion- 
ally, there is more unemployment than in 
any other country of Europe. The re- 
making of the map of Europe reduced 
Austria to a pitiful remnant, and I doubt 
whether that remnant can ever regain its 
former prosperity. Doubtless, there will 
be some improvement in time, but unless 
the Treaty of Versailles should be undone 
and Austria’s political power restored, she 
may be considered as having passed eco- 
nomically, as an international factor of 
importance. That anything has been 
salvaged from the wreck is due to the 
League of ‘Nations, which is now prac- 
tically administering Austria inter- 
nally. It stopped the printing of paper 
money and the depreciation of the 


fore ot employment, but when the end of 
this dance of death comes Germany will 
have to face a terrible reckoning. When 
I was there Dr. Helfferich, the ex-min- 
ister of finance, told me the printing 
presses could not be stopped because that 
would precipitate the reckoning which, it 
is feared, will mean revolution. Appre- 
hension of revolution and anarchy ar 
everywhere. The spectre of repetition of 
Russian ruin hovers near. The repara 
tions penalty is stupefying. With the sei 
zure of the Ruhr, France and her ally, 
Poland, now hold 74 per cent of the coa! 
deposits Germany formerly held. She ha 
lost 10 per cent of her population, 13 per 
cent of her territory, all her colonies, & 
per cent of her merchant fleet—thougl 
she is now building more ships than any 
other country—26 per cent of her coa 
deposits (exclusive of the Ruhr); 75 pe: 
cent of her iron ore; 68 per cent of he: 
zinc ore; 16 per cent of her wheat an 
rye-producing capacity, and 18 per cent 
of her potato capacity. Germany’s middk 
classes are ruined and may be destroyed 
relatively speaking, her markets are gon 
Drifting, fearing and hating, humiliated 
retributively gripped in the Ruhr in th 
iron hand of uncompromising France, an 
in all economic readjustment blocked b 
the bristling repara 
tions problem, Ger 





part of their savings 
back to the mother- 
land; those who pros- 
per abroad often re- 
turn with their for- 
tunes; and they create 
market abroad for 
Italian goods. Those 
who never return or 
do not remit funds 
are also a benefit, for 
Italy has too many 
people for her small 


The FRENCH People Must Compose Their 


Differences Because: 


“Tt is ominous of the future that the budget remains un- 
balanced except by additional loans. 
tend lower and lower, and this may ultimately bring about 
the agony Germany is now suffering—the slow ruin of a 
large proportion of the middle class.” 


... The franc will 


many apparently ad 
vances to dissolution. 
The _ reparations 
question is the key 
to all others. In my 
judgment Germany 
cannot pay 132,000- 
000,000 gold marks in 
short of 200 years 
if ever. I believe sh 
could pay 50,000,000, 
000 gold marks an 
would cheerfully under 





area, and an Italian 
serves the mother- 
land when he seeks a new home. While 
unemployment conditions have much im- 
proved there are between 350,000 and 500,- 
000 men out of work. Labor is cheap 
and relatively good. The Italians are a 
hard-working people—more so, in my 
judgment, than the French and Austrians, 
but less than the English and the Ger- 
mans. Production and efficiency are im- 
proving; and the position of the budget 
has been remarkably improved, as also 
that of the adverse international trade bal- 
ance. The amount of exports is greatly 
above pre-war levels. The silk industry 
is advancing, and the cotton mills have 
been able to keep up their export trade 
in a fair measure compared to other coun- 
tries. The development of hydro-electric 
power is being pushed, and it now takes 
the place of 12,000,000 tons of coal annu- 
ally, which is especially significant because 
Italy has to import all her coal. The 
Mussolini dictatorship has proven a 
blessing and is exerting itself to re- 
lieve business of restrictive laws and 
regulations and to get the state out of 
commercial enterprises. . 
Austria is a land of sorrow. The in- 
come of the middle class is so low that 
they are slowly starving, and a very high 
proportion of the children are suffering 
from malnutrition. Poverty and beggary 
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krone was held at 70,000 to the dollar. 

Germany is, of course, in financial 
chaos. There is little unemployment, 
much building and extension of produc- 
tive agencies, but scant production, low 
wages, reckless spending (to get rid of 
marks before they go lower or become 
absolutely worthless—as now seems to be 
the case, at last). Never was there such 
a madness of making money by printing 
it, but the presses of the empire can no 
longer keep up with the volume of out- 
put demanded by a currency which falls 
so fast in value. So long as the mark 
had any value and was produced in quan- 
tities inversely proportionate to its value, 
it was possible to keep up a certain vol- 
ume of industrial production and there- 


take to do so if she 
were surrounded with conditions that 
would encourage her to tackle the job 
She ought, in justice, to pay more. I sym 
pathize with France. What she is doing 
in the Ruhr is very human and very un- 
derstandable. On its face, though, it is 
bad business. But it may turn out to be 
the scalpel that lanced the reparations 
abscess. 


Elsewhere in Europe 


Business is rather dull in Holland and 
suffers from the Ruhr occupation, but the 
nation is rich and in easy financial cir- 
cumstances. 

Czecho-Slovakia has three-fourths of 
the industries of the former Austro-Hun 

(Please turn to page 752) 





The ITALIAN People Must Compose Their 
Differences Because: 


“When we come to Italy we find a country where American 
domestic policy is having a disastrous effect. A regular part of 


Italy’s foreign trade, so to speak, has . 


. been: the exportation 


of labor. Our immigration restriction has hit Italy hard, because 
exportation of people is really a source of wealth to her.” 
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Is Rule-o-Thumb Forecasting Possible? 
Spotlights on Business Doctors 


Our Economic Incompetents and the Harm They Do 


he doesn’t know his own business 

let him try some other, for he will 
irely fail at the one he is in. 
John D. Rockefeller became the richest 
1an in the world because he knew the 
il trade better than anyone else. No 
ian knew the steel business better than 
indrew Carnegie—or as well. These 
ven succeeded not because they were as 
od as somebody else, but because they 
ere better than anyone else. In their 
wn particular lines. 


Fi he man to his own business. If 


Exact Forecasting Impossible 


Imagine, if you can, Judge Gary de- 
ending upon some business dopester to 
iy when the proper time had arrived to 
peed up output. Fancy J. P. Morgan 
illing a chart-reader to tell him that 
ow is the psychological moment to bring 
ut a bond issue. The minute the future 
f business can be plotted in an exact 
urve, that minute the business world 
alls into chaos. For if everyone bought 
here would be no sellers, and if every- 
me sold there would be 


By WELDON CHASE 


“How do you find X’s predictions?” 
we queried. 

“About 80% wrong,” was the laconic 
answer. 

Another successful business man who 
has followed the advice of the same “ex- 
pert” now has a considerable line of 
miscellaneous securities, many of which 
show tremendous and unnecessary losses. 
The “advice” cost him upwards of $1,000. 
His comment? “I’m cured.” 

We have no quarrel with the predictors 
who really can predict with a fair degree 
of accuracy. They perform a _ useful 
function. The trouble is that there are a 
great many fakirs who do not know what 
they are talking about and induce others 
to pay them to find out that fact. 


The past has much to do with the fu- 
ture. Information, charts, statistics have 
their place in the scheme of things. Prop- 
erly used, they may be a valuable adjunct 
in helping one form an opinion. But they 
can never take the place of individual 
judgment. And individual judgment, to 


be of value, must be founded on long 


observation and first-hand experience, It 
cannot be learned from books or absorbed 
from the air. 


When Is Advice Valuable? 


The business man who relies on the 
say-so of a man outside of that business, 
substitutes for his own judgment some- 
thing far less valuable, unless the ad- 
visor is a qualified expert in that 
particular line. The mining man _ re- 
lies, and properly so, on the judgment of 
the mining engineer, and the oil man on 
the oil engineer. But where is the super- 
engineer who can pass upon mining, oil, 
rubber, sugar, wool, cotton and the thou- 
sand of other intricate problems which 
make up the warp and woof of our in- 
dustrial life? If there were such an indi- 
vidual who could answer all those prob- 
lems he would make Hugo Stinnes seem 
like a small-town shopkeeper. 

Yet there are those who claim such 
ability. The plain English of it is that 
they are poor students of economic 
trends. And those that follow them 
belong to that none too 
rare genus known as 





10 buyers. 

Of late, there has 
‘rown up a considerable 
chool of business doc- 
tors who claim to be 
ible to exactly foretell 
the pulse of the busi- 
1ess patient. They say, 
‘Buy,” to the woolen 
nerchant, and he buys, 
ind “Sell” to the textile 
nanufacturer, and he 
ells.. 

How a man sitting 
50 miles from the cen- 
ter of activities can cor- 
rectly diagnose the fu- 
ure of a hundred and 
me industries, each one 

life study in itself, is 

mystery yet to be ex- 
llained. The answer is, 

e doesn’t. By the time 
he business patient finds 
ut he is being buncoed 
ie has parted with sev- 
ral hundreds of per- 
ectly good dollars, and 
inother crop of suckers, 
led on by clever pub- 
icity, has come in. 

Recently the writer 
saw the “chart” of a 
business fakir who at 
least has qualified as an 
expert salesman of his 
own wares, lying under 
the glass top on the desk 
of a big manufacturer. 





ACCORDING 

To THIS 

HE'S ALREADY 
DEAD! 


—Copyright by The Chicago Tribune. 


the “Great American 
Sucker.” 

The real student of 
economic trends  ven- 
tures his conclusions 
with becoming modesty. 
He is the first to admit 
the possibility of error 
and is content when he 
is right more often than 
he is wrong. The fraud, 
however, pursues dif- 
ferent tactics, claims in- 
fallibility and generally 
misleads a gullible pub- 
lic. The damage done 
by these tricksters is 
great. 

The function of fore- 
casting is hedged about 
with many great difficul- 
ties and responsibilities, 
and the public should be 
apprised of all the risks 
that go with this type 
of undertaking. Per- 
forming a useful func- 
tion to the business and 
investing community 
when in the hands of 
conscientious and care- 
ful students, it becomes 
an evil of first magni- 
tude when in the hands 
of unqualified people. 

In the case of some 
wusiness doctors let the 
buyer beware! 
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The Ten American 


How Their Fortunes Compare— 
John D. Rockefeller, Jr., is 
the Largest Number of the 


HO are the ten richest men in the 
W United States? Ten years ago the an- 

swer would have been much less diffi- 
cult than today. A decade before that and 
the problem would have been still easier. But 
the last quarter of a century has seen changes 
in the economic and financial worlds faster 
than have taken place in any hundred years 
since man first crept in the Silurian mud. On 
the red bubble of the World War empires po- 
litical, financial and social were sewed up and 
destroyed or re-created. New dynasties, 
dwarfing those preceding, sprung into exis- 
tence. 

We now talk in billions where once millions 
was the greatest superlative. Old financial 
leaders have died or lost grip on the reins of 
power. The names Gould, Vanderbilt or Ar- 
mour no longer carry their former significance 
in the financial world. Many great fortunes, 
ltke the Gould millions, have been split up 
among heirs, or like the Carnegie dollars have 
gone largely into works of charity and public 
welfare. Another financial generation has 
succeeded the old. While the new list of rich- 
est men contains the names of many of the 
“old guard” the evolution is going on and im- 
portant changes are in process. It is well this 
is so. Otherwise time would bring a financial 
oligarchy in this country with its danger of 
popular uprising against intrenched wealth. 


Easy to Pick the Three Richest 


The leading trio of the richest men in the 
United States is not difficult to choose. It 
consists of Henry Ford, John D. Rockefeller, 
Jr., and George F. Baker. The list of the ten 
wealthiest follows: 

Henry Ford 

John D. Rockefeller, Jr. 
George F. Baker 

W. Averill Harriman 
T. Coleman du Pont 
Percy Rockefeller 
Thomas F. Ryan 
Daniel Guggenheim 
Marshall Field, 3rd 
James B. Duke 


Of the above, four have inherited their 
money; the two Rockefellers, Harriman and 
Marshall Field, 3rd. 

Ford, Baker, Ryan, Guggenheim and Duke 
have been the architects of their own for- 
tunes. And so has du Pont, but in a lesser 
degree. Upon the death of Engene du Pont, 
three cousins, A. L., P. S. and T. C. du Pont 
were requested to take over the management 
of the family du Pont de Nemours powder and 
munition interests. And so they were on the 
spot when the great war broke out and wafted 
the name of du Pont into the highest circles 
of haute finance. It should be said, however, 
that before joining with his cousins in the 
family enterprise, T. Coleman du Pont had 
already established himself as a business man 
of exceptional judgment and ability. Chance 
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played a great part in his affairs, but he had 
within him the proper response to the knock 
of opportunity. The combined fortunes of 
Pierre S. and T. Coleman du Pont is placed 
at upwards of one hundred million dollars. 


The Richest Man 


Twenty years ago Henry Ford was a me 
chanic and worked with his hands, while Joh: 
D. Rockefeller, the elder, was conceded to bx 
by far the richest man in the world. In his 
sixtieth year and prominently mentioned as :; 
candidate for the Presidency, Henry Ford is 
worth upwards of a billion dollars and is th: 
richest man in the United States today. 

In the last quarter of a century the elde: 
Rockefeller has given for the public good 
hundreds of millions of dollars. Otherwis: 
the Rockefeller fortune would now be large: 
than Ford’s. Among the best known of th: 
Rockefeller benefactions are the General Edu 
cation Board, the Rockefeller Foundation and 
the Rockefeller Institute for Medical Re 
search. But the full total of his charities wil! 
probably never be known. Furthermore, it 
is understood that he has transferred the bulk 
of his remaining millions to his son John D 
Rockefeller, Jr., to avoid the heavy inheri 
tance tax. There is enough Rockefeller re 
maining to entitle John D., the second, to 
rank as second in the ranks of the country’s 
wealthiest, for he is believed to be worth up 
wards of $500,000,000. As he is more. inter 
ested in the good works originated by his 
father than in the amassing of dollars, it is 
more than likely that his efforts will continue 
along the line of making the best use of his 
enormous resources rather than in further 
augmenting them. 


“Baker the Silent” 


George Fisher Baker recently celebrated 
his 83rd birthday silently. At least silently 
as far as he was concerned. The chairman of 
the board of directors of the First National 
Bank of New York, the first bank in that city 
to incorporate under the National Banking 
Act of 1863, is a close follower of the doctrine 
of the old owl who sat on an oak and 

“The more he heard the less he spoke 
And the less he spoke the more he 
heard.” 

The Baker fortune is estimated at upwards 
of $200,000,000. The First National has been 
known since its incorporation as a “Morgan 
bank.” In conjunction with the famous 
“House on the Corner” the First National has 
played an important part in all the grea‘ 
financial developments, in the last half cen- 
tury. In the reconstruction period after the 
Civil War the First National handled $780,- 
000,000 in Government bonds. 

It was the famous triumvirate of James 
Stillman, J. P. Morgan and George F. Baker 
which poured oil on the troubled seas of 
finance in the panic of 1907, and prevented a 
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Emperors of Finance 


Henry Ford Tops the List— 
Second—America the Home of 
World’s Most Wealthy Men 


Larnard Powers 


tastrophe from running into a_ cataclysm, 
George F. Baker has developed the prin- 
ple of silence to a fine art. Compared with 
m the Sphinx is loquacious. During his 
s xty years of banking activity he has never 
eranted an interview to a reporter. A finan- 
al writer once pursued Mr. Baker for two 
years in order to get first hand the story of 
his life, but without success. He was finally 
iligéd to write his article from meagre, sec- 
d-hand sources. The statements which Mr. 
laker has issued for publication might be 
sunted almost on the fingers of one hand and 
always have been exceedingly brief. He be- 
longs to the old Rockefeller school of silent 
tmanciers which finds few followers among 
the present-day industrial and _ financial 
leaders. 
The Younger Harriman 


William Averill Harriman is included in our 
list of the ten richest men not because he is 

tually one of them at the present time, but 
cause he will in all probability inherit the 
ulk of the great Harriman rortune upon the 
eath of his mother, widow of E. H. Harri- 
lan. 

The public usually grossly over-estimates 
large fortunes, but in the case of E. H. Harri- 
ian the public was way out of line. It was 
nown that Harriman was a very. wealthy 
ian, but $50,000,000 was regarded as the limit 
laced on his fortune. 

When the estate of the railroad king was 
robated and it was learned that Harriman 
ad left $120,000,000, the public gasped and 
even Wall Street, which is generally supposed 
to be informed on such matters, rubbed its 
eyes. When J. P. Morgan died the public 
vas wrong the other way around. His for- 
une was supposed to total at least a billion 
dollars but proved to aggregate only $78,000,- 
00. Not that Mr. Morgan had not made 
nuch more than that total, but because he 
was one of our best “spenders.” When he 
vanted anything, a medieval cope, a collection 
f Chinese porcelain or a steam yacht, he paid 
he price; a hundred thousand or a million, 
vithout haggling. During his lifetime he 
1robably spent more than the total of his es- 
ate. 

Young Harriman has elected to depart 
rom the traditional course followed by rich 
men’s sons and is making an earnest endeavor 
to perpetuate the family prestige in the busi- 
ness world. He aspires to wield the same 
power in the shipping sphere that his father 
lid in the field of steam transportation. He is 
-hairman of the board of W. A. Harriman & 
Co., Inc., the American Ship & Commerce 
Corporation, the American Hawaiian Steam- 
ship Co., the United American Lines, Inc., 
and the Merchant Shipbuilding Corporation. 
In addition he is a director in the Union Paci- 
fic Railroad, the Illinois Central Railroad, the 
Guaranty Trust Co. and the Wells Fargo Co. 

While he has not yet conspicuously distin- 
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guished himself in his chosen field it should 
be remembered that his father was well past 
forty years of age before his star began to be 
of first magnitude in the financial heavens. 


The Guggenheim Millions 


Daniel Guggenheim as titular head of the 
Guggenheim family, is overlord of a vast in- 
dustrial empire. A decade ago, the writer 
once made a compilation of the then market 
valuation of the various Guggenheim proper- 
ties. The total was in excess of $600,000,000. 
This did not include private investments 
which undoubtedly are very considerable. It 
is no exaggeration to state that at the present 
time the collective Guggenheim fortune is in 
excess of a billion dollars. The holdings of 
the Guggenheim brothers in the Chile Copper 
Co. alone, had a par value of $90,000,000, be- 
fore control of that concern was sold to Ana- 
conda. 

Meyer Guggenheim, founder of the Gug- 
genheim fortunes, was the father of seven 
sons. A number of legends have grown up 
about the beginnings of the family mining and 
smelting business which finally became 
merged into a combination under the name of 
the American Smelting & Refining Co. The 
senior Guggenheim took over the stock in a 
western smelting company in payment of a 
debt and thus by merest chance started in a 
line which eventually resulted in rearing one 
of America’s greatest fortunes. The story is 
told—believe it or not—how Meyer sum- 
moned his seven sons to his death-bed and 
told them the fable of the seven sticks, how 
united they were unbreakable but divided they 
could be easily broken. It is just as well that 
the seven brothers stuck together, for in the 
tumultuous years which followed they were 
close to being broke on more than one occa- 
sion. 

Of the seven brothers five remain, Daniel, 
Murray, Simon, Solomon and Isaac. During 
the war period the Guggenheim enterprises in 
common with others, made tremendous profits 
which were not dissipated in extra and stock 
dividends. Consequently the Guggenheim 
wealth is now more strongly entrenched than 
at any time in the past. The five brothers 
have largely divested themselves of corporate 
cares and a younger generation bears the heat 
and burdens of the day. 


T. F. Ryan Well Named 


If there is anything in a cognomen Thomas 
Fortune Ryan was well named. A poor boy 
in Virginia, he worked in a dry-goods store 
from 17 to 20 years of age and married the 
daughter of his boss. Casting loose for New 
York he worked three years in a bank, bought 
a seat on the New York Stock Exchange and 
made money consistently. In 1905 he startled 
the financial world by purchasing control of 
the Equitable Life Assurance Society for $2,- 

(Please turn to page 761) 
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Foreign Trade and Securities 


The Recovery of 
Economic Vitality 
in Russia 


What Is the “New Economy Policy”? 
—The Place of Private Business 
Under the Soviet Régime—Status of 
Pre-War American Property in Russia 





business men 








By MARTIN GOLDEN — 


MID the conflicting welter of fact, 

opinion, rumor, propaganda and 

plain lying which has come out 
of Russia since the Revolution of 1917, 
there are certain very obvious and im- 
portant facts which the American busi- 
ness man is in danger of forgetting. 
Russia is a country of some 180 mil- 
lion souls; these souls are clothed in 
bodies which are clothed in clothes, 
and which produce and consume a huge 
total aggregate of goods, part of which 
must come from abroad and part of 
which can well go abroad. If every 
Russian could buy an extra cotton 
shirt, there would be a runaway bull 
market on the cotton exchanges; if 
he makes his own shirts in a factory, 
there is an opportunity for the Ameri- 
can manufacturer of clothing machin- 
ery. The Russian government is anx- 
ious to encourage foreign trade, so 
anxious in fact that it has in one way 
or another control over 95% of it; and 
the American government, while not 
recognizing Russia, has declared that 
it will put no obstacles in the way of 
Americans desiring to do business with 
Russia. 

We shall therefore make no effort 
to judge the question of whether or 
not it is desirable to recognize the 
Russian government, or what our at- 
titude should be toward Russian -in- 
ternal politics. We shall merely try to 
give a picture, in broad strokes, of 
Russian economic life as: it is to-day, 
with the intention of giving the Amer- 
ican business man and investor some 
well-authenticated facts as a basis for 
opinon or action regarding Russia. 


Russia a Late Entrant 


The American reader should beware 
of too hasty analogies between econ- 
omic progress in this country and in 
Russia. The latter began its career 
as a modern industrial nation about 
the time we were finishing the Civil 
War, and in its hurry to catch up the 
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The recent experiences of American and other 


have indicated that, totally apart 


from political considerations, it is possible to do 
business with Russia, as that country is at present 
constituted. In view of the tremendous possibilities 
of Russia, both as a market and as a source of raw 
materials, THE MAGAZINE OF WALI STREET has 
deemed it desirable to assign to one of its staff the 
task of presenting a report in the interest of the 
American investor and business man so that he may 
see for himself what the conditions actually are in 
present-day Russia. 








lost time it often went through the 
latter stages of a given line of devel- 
opment before preparing the initial 
stages. It had a railroad system be- 
fore it had a turnpike road system; its 
automobile industry was producing 
good cars before the highways were fit 
for them to travel on; when the rail- 
roads broke down, it was using air- 
planes and radio for communication on 
the one hand, and ox-carts on the 
other. On top of this unsymmetrical 
economic development, it had the cor- 
ruption and inefficiency of the Czarist 
régime for a thousand years, shown 
up by a German invasion in all its wretch- 
edness in nearly three years of war, 
and since then it has been through two 
revolutions and numerous attempts at 
counter-revolution. 

The year 1921, it is agreed, marked 
the lowest point in the post-war 
finances of Russia. Labor was de- 
moralized, the currency system was a 
joke, the railroads were out of com- 
mission, production was insignificant, 
imports were running far in excess of 
exports, and government expenditures 
were running far in excess of income. 
Matters were brought to a head by 
the famine which was raging in the 
Volga areas, and when this situation 
had been relieved, in large part by the 
efforts of the American Relief Adminis- 
tration and similar bodies, the Russian 
authorities took seriously in hand the 
problem of putting Russian economic 
life on a permanent basis. 

Much has been said of the “New 
Economic Policy,” or “Nep” for short, 
as the Russians abbreviate all their 
titles, and in some quarters it has been 
represented as a confession by the 
communists of the error of their ways 
and a beginning of the restoration of 
capitalism. So far at least, this has 
not proven to be the case, and such a 
description would be putting it far too 
strongly. The most we can say at 
present is that the Soviet authorities 


have devised methods, limited to cer-. 


tain fields of business, in which privat 
capital is allowed a limited scope fi 
its abilities in Russia. Already it h 
had the effect of a new birth of ec 
nomic life all over Russia; departme: 
stores are springing up in the big citie: 
a stable currency has been introduc 
the budget is approaching the tin 
when it may be balanced, unemplo, 
ment is being cut down, production 
increasing, and the foreign trade pos 
tion has been vastly improved. 

Whether the Soviet government wi! 
take the position that if a little cor 
cession to capitalism has wrought thes 
miracles, further concessions may d 
even more; or if it will say, “So fa 
and no further,” cannot be predict« 
at the present time. However, the fac 
that the “Nep” has been put in force 
of\itself has a direct practical meanin 
for the American business man. | 
the following paragraphs we shall sho\ 
the extent and workings of the “Nep 
in the different fields of activity on 
by one, rather than try to explain th 
new system as a lump. This metho 
is more nearly in accordance with th: 
actual history of the new policy, whic 
grew up step by step, and was no 
promulgated all at once like the cor 
stitution. 


Government Finances 


Before the installation of the “Nep 
the Soviet government had had a rig 
idly centralized system of taxation, al 
taxes being turned into the central fis 
cal office to Moscow and part of it 
going back to local authorities for loca 
needs. Taxes, especially in the rura 
districts, were difficult to collect, al 
though levied in kind to make then 
easier. 

Now taxes are ievied by the authori 
ties of each ‘gubernia,” or province 
who keep part and turn in part t 
Moscow. For the agricultural popula 
tion there is only one tax, levied partly 
in kind and partly in money, which at 
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the same time includes the rent paid 
to the Government as underlying owner 
of all land in Russia. In the cities there 
are levied income taxes, taxes on in- 
dustry and taxes on commerce. 

The government also derives some 
revenue from its practical monopoly of 
foreign trade, from the national trusts 
up to 100% of whose stock capital is 
owned by it, and from the issue of 
currency, to be described below. It is 
stated that the latter source of income 
is now about 30% of the total receipts 
of the government, against 70% in 1921. 

The budget is not yet balanced, but 
the ratio of income to outgo has been 
increasing since the adoption of the 
new system, and a semi-official agency 
reports that a complete balance is ex- 
pected to be achieved by 1924. 


Banking and Currency 


Banking is a State monopoly in Rus- 
sia, except for one private bank which 
has secured a charter. The head of 
this bank is Max May, former vice- 
president of the Guaranty Trust Co. of 
New York. 

One of the most far-reaching reforms 
of the ‘Nep” was the installation of 
a mew currency, called the “chervo- 
netz,” whose par value was ten gold 
rubles, or $5.14. This currency was is- 
sued by the central banking system, 
which is independent of the government 
in the same way as the Reichsbank 
is of the German government. It was 
not made obligatory to use this cur- 
rency, but the fact that it had a 25% 
gold cover, the rest being secured by 
foreign currency holdings and by banks’ 
commercial paper made it stable, and, 
therefore, acceptable to the people at 
large, who now use it for ordinary 
transactions in preference to dollars or 
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the old Soviet rubles (1 ruble of 1923 who have grown rich under 
equals 1 million of the old rubles, So- is largely taken care of by 
viet and other). As the attached fig- One of the items that will 


ures indicate, the price of the cher- jest in this year’s export tr: 


vonetz, measured in 1923 rubles, has exportable surplus of 155 mi 
held better than other standard cur- js of wheat, which is findi 
rencies. market in Europe in compe 
Foreign Trade North and South American 
After being heavily behind on trade bal- Foreign trade accounts, a 
ance since the revolution, Russia has re- remittances direct to Russia, 
cently brought her net exports out of in chervonetz, foreign banks 
red figures, and for May it is stated ing a practice of keeping 
the exports amounted to 39 million deposits with their Russian 
gold rubles, while imports were only dents. 
19 million rubles. The major items of Agriculture 
the export trade are grain, fish, timber 
and furs, while imports are being re- As mentioned before, the 
stricted to practically nothing but raw all the land in Russia, and kc 
materials and machinery. The little to individual peasants, or t 
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RED TROOPS STAGE BIG DEMONSTRATION IN MOSCOW 
Picked troops of the Bolshevik armies marching in review before Minister of War Trotsky and other revolutionary 


leaders in Kremlin square, Moscow. This is a 


eneral view of the scene. The Kremlin wall is shown in 


ground. Beneath this wall are buried the bodies of many leaders who died for the revolution 
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The Shipping Outlook — A Study 


in Black 


Excessive Tonnage and the Slump in International 
Trade—Can America Compete with European Shipping? 


‘INCE foreign trade began to fall off 
in 1920, it has been recognized that 
the trouble with American shipping 

is, that there is too much of it and that 
it has to fight for a limited volume of 
international trade. Beginning with these 
admitted facts, however, there has been 
an endless volume of controversy over 
what these facts mean. 

Will there always be too much Ameri- 
can shipping? Will the volume of for- 
eign trade always be insufficient? If we 
must say “yes” to the above questions, 
will American shipping always find it im- 
possible to compete successfully with for- 
eign shipping, particularly European? 

On our answer to these questions de- 
pends our attitude toward the mainte- 
nance of the American merchant marine 
as a commercial proposition, 


By RALPH JOHNSON 


roads, paying American wages and Ameri- 
can prices for their materials, still man- 
age to give transportation service at as 
cheap a rate as any known, and at oper- 
ating costs which compare favorably with 
those of European roads. 

There does not, therefore, seem to be 
any intrinsic reason why American ships 
should not be able to operate as profitably 
as European ones. In certain respects 
they even have an advantage; the near- 
ness of their home ports to large and cheap 
supplies of bunker coal and bunker fuel 
oil is a case in point. 

If this analysis is right, therefore, and 
if the only real handicap, under which the 
American merchant marine suffers, is a 
lack of experience comparable to that de- 
veloped in nearly a century of American 


us say, 400,000 tons. Should Germany 
produce so much sugar that it does not 
have to import any, as was the case be- 
fore the war, that is, should it increase 
domestic production by 400,000 tons until 
it equalled domestic consumption, while 
Cuba at the same time decreased output 
by 400,000 tons, it is evident that the 
world volume of production and consump- 
tion of sugar would remain unchanged. 
The shipping businesss, however, would 
have lost the freight revenues from car- 
rying 400,000 tons of sugar from Cuba to 
Germany. 

In the same way, all movements toward 
national self-sufficiency are a blow to the 
shipping industry. When France tries to 
encourage domestic production of auto- 
mobiles by putting a high duty on import- 

ed cars; when Hindu cotton- 





apart from naval considera- 
tions. The purpose of this ar- 
ticle is to clear the way for a 
wider understanding of the 
issues involved in answering 
these questions. 


An International Problem 

To begin with, we must 
realize that the surplus of ton- 
nage, while most marked in 
America, is a world phenome- 
non. British, Dutch and Scan- 
dinavian tonnage is also lying 
idle in the harbors. In the cut- 
throat competition which is the 
result of this situation, freight 
rates have been driven down 
to pre-war figures, while costs 
of operation have in many 


goods consumers prefer to buy 





The writer of the accompanying article seeks 
to lay bare the underlying facts behind the com- 
plicated situation which American shipping 
faces today. In his opinion, the real difficulties 
are not peculiar to American shipping, but are 
world-wide, and depend on factors which have 
grown up since the war and which probably 
cannot be eliminated for a long time to come. 
The one ray of hope in the outlook, as he sees it, 
1s the fact that American shipping may at least 
share in whatever business is to be had on an 
equal competitive basis with the shipping of 
other countries. 


India-made products rather 
than English goods; when 
England subsidizes and pro- 
tects by a tariff the British dye 
industry sooner than buy Ger- 
man dyes, in all these cases 
the volume of international 
traffic is reduced, and this to- 
tally apart from any reduction 
in the productive or purchas- 
ing power of the nations in- 
volved. This is true of all Gov- 
ernment restrictions on indus- 
try—controlled exports, tariffs, 
licensing measures, all are 
harmful to the shipping trade. 

The revival of nationalism 
in business since the war has 
thus hit the shipping trade 





cases risen to double or more 


hard. With it has come a de- 





the pre-war costs. 

Freight rates are a world commodity, 
bought and sold in a world market, and 
not dependent on the operating costs of 
any single country. This country has a 
high scale of prices, wages and living 
standard. The agitation against so-called 
“restrictive” shipping laws is, therefore, 
unfounded, as the high standard of liv- 
ing for seamen, which the laws insist on, 
would have to be granted voluntarily by 
the shipping operators if they want to 
retain their men, in view of the opportuni- 
ties for work at high wages ashore. 

It is also an open question how impor- 
tant the costs of maintenance of the crew 
are, with reference to the total costs of 
ship operation. Shipping men know that 
extra skill and experience in the handling 
of traffic, in the office and on the bridge 
and in the engine-room, can more than 
counterbalance the higher costs set by the 
American standard of labor. An instance 
in point is the fact that American rail- 
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railroading, the problem becomes one of 
tonnage and: of volume of international 
trade, which really is only a question of 
volume of trade. If the volume of trade 
were heavy enough, there could never be 
such as thing as “too much” tonnage. 


The Outlook 


Looking at the situation from this 
angle, we find little that is consoling or 
even promising. The total volume of ex- 
changes of goods among nations has de- 
clined sharply since the war, and is still 
declining. Volume of trade is a different 
thing from volume of production or con- 
sumption; the latter can rise while the 
former is falling. 

The volume of foreign trade is to in- 
dustry what bank clearings are to finance. 
It represents differences between produc- 
tion and consumption only. For instance, 
Germany is buying a certain amount of 
sugar from Cuba at the present time, let 


cline in’ the purchasing power 
of nearly all the European nations, even 
the strongest of them. England and the 
former neutrals, which have not suffered 
from currency depreciation, are feeling 
the effects of the loss of their former 
markets and the consequent unemploy- 
ment. As for the countries of depreciated 
currency, of which Germany is the most 
conspicuous example, they are importing 
a minimum of luxuries, while their re- 
quirements of imported raw materials 
have gone down as their export trade has 
gone down, and the increase in their im- 
portations of foodstuffs has not made up 
for the other declines in traffic. 

This breakdown of foreign trade and 
European buying power has also had its 
effect on the non-European continents, 
which have hitherto served largely as 
sources of raw material for America and 
Europe. With their European markets 
cut off by the fall in European buying 

(Please turn to page 752) 
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Unique Types of Bond Investment 


Investment Possibilities Far From the Beaten Track 
—Special Precautions to Be Taken in Individual Cases 


EW investors outside of the ranks of 

the bond specialists realize the enor- 

mous scope and variety of the bond 
field. For the most part, investors con- 
tent themselves with an acquaintance with 
certain large and well-known classes, such 
as the various types of mortgage bonds, 
debentures, income and adjustment bonds, 
and the like, with their customary divi- 
sions into Governmental, railroad, public 
utility and industrial, and again into short- 
and long-term bonds. 

For most ordinary purposes this knowl- 
edge is sufficient, as there are enough 
issues of these commoner types outstand- 
ing to satisfy the investment demand. In 
the lesser-known groups of bonds, how- 
ever, the cautious but unprejudiced may 
often find an issue which is worth seeking 
out because of its combination of good 
yield and safety. 

In almost all cases, he will 
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or less removed from his daily observa- 
tion. 


PERPETUAL BONDS 


This type of bond, which has no fixed 
date of maturity, may be either callable 
or non-callable. It is a type of financing 
better known in Europe than here. It has 
the great virtue of following, in price, the 
movements of the money market closer 
than any type of bond with a fixed date 
of maturity, in which the approaching re- 
payment at par exercises some influence, 
no matter how far off the repayment may 
be. For bond buyers who regulate 
their purchases and sales according to 
the outlook for money rates, therefore, 
it offers the maximum of price swing 
and hence the maximum possibility of 
profit. 

The lack of maturity date makes it also 


into which some of them have been con- 
verted), constituting a first lien on all the 
assets of the Postal Telegraph Co. At 
late prices around 71, the bond yields 
some 5.7%, which is quite high in view 
of the large margin of safety and the 
extremely long maturity of the issue. 


PARTICIPATING BONDS 


This class represents an extreme degree 
of the speculative element in a bond issue. 
Most of them provide for a fixed mini- 
mum amount of interest and for a stated 
security or lien, but in addition call for 
the payment of a certain percentage of 
profits over and above interest charges, 
or for a distribution on the bonds 
based on the dividend payments on the 
stock. 

Theoretically this would seem to confer 
great speculative advantages on the bond- 
holders, but the practical point 
must not be lost from sight 





have to reckon with the dis- 
advantage of lack of market- 
ability, and most issues having 
special features enjoy restrict- 
ed markets compared to bet- 
ter-known classifications. Still 
this is not true of all of them, 
and is often more than com- 
pensated for by unusual profit 
opportunities that may be 
found off the beaten track, for 
the very reason that most in- 
vestors ignore their existence. 


of bonds which are more 
bond analysis. 
purchase at this particular time, it is felt that the investor 
will always benefit by the extension of his field of invest- 


ment knowledge. 


HE accompanying article is intended to give a view of 
certain fields of bond investment which present special 
features, and in some cases special opportunities for the 
investor who is willing to take the time to investigate types 
or less off the beaten track of 
recommendations are made for 


While few 


that, in general, any company 
that has to offer such attrac- 
tive terms to bondholders to 
induce them to invest, in other 
which finds that the 
ordinary attractions of yield, 
security and the like are in- 
sufficient to allure investors, is 
not apt to be of the very best 
grade from the _ investment 
point of view. 

Probably the best known of 
this kind of issue is the United 
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The field of special unique 
bond investments is not as di- 
versified here as in the older countries 
of Europe, particularly Great Britain, 
but even so several of the special kinds 
of bonds to be mentioned below will 
probably be a novelty to the average 
reader. 


Worth While Knowing 


It should be borne in mind that a de- 
scription is not necessarily a recommenda- 
tion. Where possible, we shall-try to 
point out good neglected investment op- 
portunities among the types described, but 
in some cases no recommendations will be 
possible at the present time. Even in 
such cases, however, it is well that the 
investor should be acquainted with the 
general type of bond, so that if good op- 
portunities should arise in the future he 
would be able to appreciate the prin- 
ciples involved in judging the value of the 
different classes of bonds which are more 
for ATIGTIST 18 1073 


a good type of investment for the perma- 
nent “salting away” of funds which are 
not intended to be touched, for trusts, and 
the like, as it presents no problems of re- 
investment of funds when the principal is 
paid off. 

The best-known bonds of this type are 
British government issues known as “con- 
floated from 1853 to 1888 to con- 
solidate earlier loans. A _ typical consol 
is the 2%4% issue of 1888, selling around 
54 to yield some 4.7%, interest being pay- 
able in sterling. 
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Commercial Cable Issue 


In this country the nearest bond to the 
perpetual is the Commercial Cable Co.’s 
first mortgage 4s, due 2397, or 500 years 
from the date on which they were orig- 
inally issued, and available in pieces as 
small as $100. There are 20 millions of 
this issue (including a sterling debenture 


Oil Producers Corp. First Lien 
Participating Production Gold 8s, due 
1931, isued by a subsidiary of the Middle 
States Oil Corp. The interest on these 
bonds -consists of the market price on 90 
barrels of Mid-Continent oil per $1,000 
bond, payable semi-annually. The inter- 
est payments, and consequently the mar- 
ket price of the bonds, are therefore de- 
termined by the selling price of oil, so 
that investment in these bonds really 
amounts to a speculation in oil plus a 
speculation in a subsidiary of a subsidiary 
of the Middle States Oil Corp. Should 
Mid-Continent oil sell at $2 a barrel, the 
return to bondholders would be $180 an- 
nually per $1,000 bond; should this grade 
of oil sell at $1 a barrel, the interest 
would be $90 per $1,000, and so on. Oil 
from the larger fields in the district is 
now selling at 40 cents to $1 a barrel, de- 
pending on point of origin and gravity, 
so that holders of these bonds may receive 
anyth‘ng from the $80 minimum to $90 

7% 





The Shipping Outlook — A Study 


in Black 


Excessive Tonnage and the Slump in International 
Trade—Can America Compete with European Shipping? 


INCE foreign trade began to fall off 

in 1920, it has been recognized that 

the trouble with American shipping 
is, that there is too much of it and that 
it has to fight for a limited volume of 
international trade. Beginning with these 
admitted facts, however, there has been 
an endless volume of controversy over 
what these facts mean. 

Will there always be too much Ameri- 
can shipping? Will the volume of for- 
eign trade always be insufficient? If we 
must say “yes” to the above questions, 
will American shipping always find it im- 
possible to compete successfully with for- 
eign shipping, particularly European? 

On our answer to these questions de- 
pends our attitude toward the mainte- 
nance of the American merchant marine 
as a commercial proposition, 
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roads, paying American wages and Ameri- 
can prices for their materials, still man- 
age to give transportation service at as 
cheap a rate as any known, and at oper- 
ating costs which compare favorably with 
those of European roads. 

There does not, therefore, seem to be 
any intrinsic reason why American ships 
should not be able to operate as profitably 
as European ones. In certain respects 
they even have an advantage; the near- 
ness of their home ports to large and cheap 
supplies of bunker coal and bunker fuel 
oil is a case in point. 

If this analysis is right, therefore, and 
if the only real handicap, under which the 
American merchant marine suffers, is a 
lack of experience comparable to that de- 
veloped in nearly a century of American 


us say, 400,000 tons. Should Germany 
produce so much sugar that it does not 
have to import any, as was the case be- 
fore the war, that is, should it increase 
domestic production by 400,000 tons until 
it equalled domestic consumption, while 
Cuba at the same time decreased output 
by 400,000 tons, it is evident that the 
world volume of production and consump- 
tion of sugar would remain unchanged. 
The shipping businesss, however, would 
have lost the freight revenues from car- 
rying 400,000 tons of sugar from Cuba to 
Germany. 

In the same way, all movements toward 
national self-sufficiency are a blow to the 
shipping industry. When France tries to 
encourage domestic production of auto- 
mobiles by putting a high duty on import- 
ed cars; when Hindu cotton- 
goods consumers prefer to buy 





apart from naval considera- 








tions. The purpose of this ar- 
ticle is to clear the way for a 
wider understanding of the 
issues involved in answering 
these questions. 


An International Problem 

To begin with, we must 
realize that the surplus of ton- 
nage, while most marked in 
America, is a world phenome- 
non. British, Dutch and Scan- 
dinavian tonnage is also lying 
idle in the harbors. In the cut- 
throat competition which is the 
result of this situation, freight 
rates have been driven down 
to pre-war figures, while costs 
of operation have in many 


The writer of the accompanying article seeks 
to lay bare the underlying facts behind the com- 
plicated situation which American shipping 
faces today. In his opinion, the real difficulties 
are not peculiar to American shipping, but are 
world-wide, and depend on factors which have 
grown up since the war and which probably 
cannot be eliminated for a long time to come. 
The one ray of hope in the outlook, as he sees it, 
is the fact that American shipping may at leas 
share in whatever business is to be had on an 
equal competitive basis with the shipping of 
other countries. 


India-made products rather 
than English goods; when 
England subsidizes and pro- 
tects by a tariff the British dye 
industry sooner than buy Ger- 
man dyes, in all these cases 
the volume of international 
traffic is reduced, and this to- 
tally apart from any reduction 
in the productive or purchas- 
ing power of the nations in- 
volved. This is true of all Gov- 
ernment restrictions on indus- 
try—controlled exports, tariffs, 
licensing measures, all are 
harmful to the shipping trade. 

The revival of nationalism 
in business since the war has 
thus hit the shipping trade 





cases risen to double or more 


hard. With it has come a de- 





the pre-war costs. 

Freight rates are a world commodity, 
bought and sold in a world market, and 
not dependent on the operating costs of 
any single country. This country has a 
high scale of prices, wages and living 
standard. The agitation against so-called 
“restrictive” shipping laws is, therefore, 
unfounded, as the high standard of liv- 
ing for seamen, which the laws insist on, 
would have to be granted voluntarily by 
the shipping operators if they want to 
retain their men, in view of the opportuni- 
ties for work at high wages ashore. 

It is also an open question how impor- 
tant the costs of maintenance of the crew 
are, with reference to the total costs of 
ship operation. Shipping men know that 
extra skill and experience in the handling 
of traffic, in the office and on the bridge 
and in the engine-room, can more than 
counterbalance the higher costs set by the 
American standard of labor. An instance 
in point is the fact that American rail- 


702 


railroading, the problem becomes one of 
tonnage and: of volume of international 
trade, which really is only a question of 
volume of trade. If the volume of trade 
were heavy enough, there could never be 
such as thing as “too much” tonnage. 


The Outlook 


Looking at the situation from this 
angle, we find little that is consoling or 
even promising. The total volume of ex- 
changes of goods among nations has de- 
clined sharply since the war, and is still 
declining. Volume of trade is a different 
thing from volume of production or con- 
sumption; the latter can rise while the 
former is falling. 

The volume of foreign trade is to in- 
dustry what bank clearings are to finance. 
It represents differences between produc- 
tion and consumption only. For instance, 
Germany is buying a certain amount of 
sugar from Cuba at the present time, let 


cline in’ the purchasing power 
of nearly all the European nations, even 
the strongest of them. England and the 
former neutrals, which have not suffered 
from currency depreciation, are feeling 
the effects of the loss of their former 
markets and the consequent unemploy- 
ment. As for the countries of depreciated 
currency, of which Germany is the most 
conspicuous example, they are importing 
a minimum of luxuries, while their re- 
quirements of imported raw materials 
have gone down as their export trade has 
gone down, and the increase in their im- 
portations of foodstuffs has not made up 
for the other declines in traffic. 

This breakdown of foreign trade and 
European buying power has also had its 
effect on the non-European continents, 
which have hitherto served largely as 
sources of raw material for America and 
Europe. With their European markets 
cut off by the fall in European buying 

(Please turn to page 752) 
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Unique Types of Bond Investment 


Investment Possibilities Far From the Beaten Track 
—Special Precautions to Be Taken in Individual Cases 


EW investors outside of the ranks of 

the bond specialists realize the enor- 

mous scope and variety of the bond 
field. For the most part, investors con- 
tent themselves with an acquaintance with 
certain large and well-known classes, such 
as the various types of mortgage bonds, 
debentures, income and adjustment bonds, 
and the like, with their customary divi- 
sions into Governmental, railroad, public 
utility and industrial, and again into short- 
and long-term bonds. 

For most ordinary purposes this knowl- 
edge is sufficient, as there are enough 
issues of these commoner types outstand- 
ing to satisfy the investment demand. In 
the lesser-known groups of bonds, how- 
ever, the cautious but unprejudiced may 
often find an issue which is worth seeking 
out because of its combination of good 
yield and safety. 

In almost all cases, he will 
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or less removed from his daily observa- 
tion. 


PERPETUAL BONDS 


This type of bond, which has no fixed 
date of maturity, may be either callable 
or non-callable. It is a type of financing 
better known in Europe than here. It has 
the great virtue of following, in price, the 
movements of the money market closer 
than any type of bond with a fixed date 
of maturity, in which the approaching re- 
payment at par exercises some influence, 
no matter how far off the repayment may 
be. For bond buyers who _ regulate 
their purchases and according to 
the outlook for money therefore, 
it offers the maximum of swing 
and hence the maximum possibility of 
profit. 

The lack of maturity date makes it also 


sales 
rates, 
price 


into which some of them have been con- 
verted), constituting a first lien on all the 
assets of the Postal Telegraph Co. At 
late prices around 71, the bond yields 
some 5.7%, which is quite high in view 
of the large margin of safety and the 
extremely long maturity of the issue. 


PARTICIPATING BONDS 


This class represents an extreme degree 
of the speculative element in a bond issue. 
Most of them provide for a fixed mini- 
mum amount of interest and for a stated 
security or lien, but in addition call for 
the payment of a certain percentage of 
profits over and above interest charges, 
or for a distribution on the bonds 
based on the dividend payments on the 
stock. 

Theoretically this would seem to confer 
great speculative advantages on the bond- 
holders, but the practical point 
must not be lost from sight 





have to reckon with the dis- 
advantage of lack of market- 
ability, and most issues having 
special features enjoy restrict- 
ed markets compared to bet- 
ter-known classifications. Still 
this is not true of all of them, 
and is often more than com- 
pensated for by unusual profit 
opportunities that may 
found off the beaten track, for 
the very reason that most in- 
vestors ignore their existence. 


THE 


bond analysis. 


accompanying article is intended to give a view of 

certain fields of bond investment which present special 
features, and in some cases special opportunities for the 
investor who is willing to take the time to investigate types 
of bonds which are more or less off the beaten track of 
W hile few recommendations are made for 
be purchase at this particular time, it is felt that the investor 
will always benefit by the extension of his field of invest- 
ment knowledge. 


that, in general, any company 
that has to offer such attrac- 
tive terms to bondholders to 
induce them to invest, in other 
which finds that the 
ordinary attractions of yield, 
security and the like are in- 
sufficient to allure investors, is 
not apt to be of the very best 
grade from the investment 
point of view. 

Probably the best known of 
this kind of issue is the United 
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The field of special unique 
bond investments is not as di- 
versified here as in the older countries 
of Europe, particularly Great Britain, 
but even so several of the special kinds 
of bonds to be mentioned below will 
probably be a novelty to the average 
reader. 


Worth While Knowing 


It should be borne in mind that a de- 
scription is not necessarily a recommenda- 
tion. Where possible, we shall-try to 
point out good neglected investment op- 
portunities among the types described, but 
in some cases no recommendations will be 
possible at the present time. Even in 
such cases, however, it is well that the 
investor should be acquainted with the 
general type of bond, so that if good op- 
portunities should arise in the future he 
would be able to appreciate the prin- 
ciples involved in judging the value of the 
different classes of bonds which are more 
for ATIGT'ST 18 1073 


a good type of investment for the perma- 
nent “salting away” of funds which are 
not intended to be touched, for trusts, and 
the like, as it presents no problems of re- 
investment of funds when the principal is 
paid off. 

The best-known bonds of this type are 
3ritish government issues known as “con- 
floated from 1853 to 1888 to con- 
solidate earlier loans A typical consol 
is the 2%4% issue of 1888, selling around 
54 to yield some 4.7%, interest being pay- 
able in sterling. 


. 
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Commercial Cable Issue 


In this country the nearest bond to the 
perpetual is the Commercial Cable Co.'s 
first mortgage 4s, due 2397, or 500 years 
from the date on which they were orig- 
inally issued, and available in pieces as 
small as $100. There are 20 millions of 
this issue (including a sterling debenture 


Oil Producers Corp. First Lien 
Participating Production Gold 8s, due 
1931, isued by a subsidiary of the Middle 
States Oil Corp. The interest on these 
bonds -consists of the market price on 90 
barrels of Mid-Continent oil per $1,000 
bond, payable semi-annually. The inter- 
est payments, and consequently the mar- 
ket price of the bonds, are therefore de- 
termined by the selling price of oil, so 
that investment in these bonds really 
amounts to a speculation in oil plus a 
speculation in a subsidiary of a subsidiary 
of the Middle States Oil Corp. Should 
Mid-Continent oil sell at $2 a barrel, the 
return to bondholders would be $180 an- 
nually per $1,000 bond; should this grade 
of oil sell at $1 a barrel, the interest 
would be $90 per $1,000, and so on. Oil 
from the larger fields in the district is 
now selling at 40 cents to $1 a barrel, de- 
pending on point of origin and gravity, 
so that holders of these bonds may receive 
anything from the $80 minimum to $90 

7% 





per $1,000 bond for the year. For the six 
months ending Jan. 25, 1923, the sum of 
$81 per bond was paid, and the price of 
crude oil has been declining steadily since 
then. A late quotation for the bonds was 
around 90, the yield of over 9% indicating 
the market’s opinion of the outlook for 
the bond, in spite of the production par- 
ticipation feature. 


THE TERMINAL BOND 


A little-known type of security which 
stands at the opposite end of the invest- 
ment scale from the type of issue just 
described is the terminal bond. The 
favorite type of these bonds is that issued 
by a terminal association, consisting of all 
the roads who use a given terminal. The 
bond may be guaranteed by one or all of 
the roads in the association—the best- 
secured type is that guaranteed, principal 
and interest, jointly and severally, by a 
large number of strong roads, so that as 
long as one of them is solvent, the terminal 
bond obligations will be met. 

Another element that adds much to the 
security behind a terminal bond is the in- 
trinsic value of the real estate upon which 
the terminal stands. In some cases, this 
is greater than the face value of the out- 


Fortified by these guarantees, and by 
the valuable terminal properties of the 
association at Kansas Cty, these bonds 
are strong enough to rank with the 
highest-grade railroad bonds on the 
market. 


BONDS WITH WARRANTS 


These bonds accomplish in a slightly 
different form the same ends as the 
familiar convertible bond—they allow the 
bondholder to participate in the specula- 
tive possibilities of the common stock, 
while retaining the comparative security 
of the bond. This is done by attaching to 
the bond a “warrant,” equivalent to a 
right to subscribe to the common stock 
at a fixed price. Should the stock go 
above this price, it is evident that the 
warrant, and consequently the bond with 
warrant attached, would be worth more, 
and so there would be a market profit ac- 
cruing to the bondholder. 


An Illustration 


One of the best known of this kind 
of bond is the Marland Oil issue of par- 
ticipating gold 8s, due 1931, Series “A.” 
The warrant in this case entitles the 
holder to subscribe, on or before the date 





Name Special Feature 


United Oil Producers Corp...Participating 


Marland Oil Co 





* With warrant. t Without warrant. 





UNIQUE TYPES OF BONDS 


Unusually Long Term 4 71 5.7 


Kansas City Terminal Co....Terminal Security 
Subscription Warrants. .... 


Goodyear Tire & Rub. Co...Retirement at Premium.. .. 


Yield 
in % 
4.7 


Int. Rate 
in % Price 
2% 54 


Maturity 


8—20% 90 9.8 
4 82 5.1 

8 f *120 *4.94 
+102 17.66 

116 6.5 














standing bonds, and such bonds may 
therefore be considered a gilt-edged first 
mortgage on valuable real estate in addi- 
tion to the lien on an indispensable ad- 
junct of railroad operation. The great 
security behind a terminal bond, of course, 
is the fact that the terminal is necessary 
to the conduct of the road’s business, al- 
though adding little itself to the road’s 
revenues. 


A Typical Issue 


A typical strongly-secured terminal bond 
is the Kansas City Terminal first mort- 
gage gold 4s of 1960, now selling around 
82 to yield about 5.10%. The terminal 
association issuing these bonds includes 
twelve railroads, among them the Atchi- 
son, Burlington, St. Paul, St. Louis-San 
Francisco, the Union Pacific and others, 
under an agreement by which they practi- 
cally guarantee the principal and interest 
of these bonds, jointly and severally, so 
that they cannot be defaulted on as long 
as one of the twelve railroad companies 
is solvent. The penalty for default on 
the guarantee by one member of the asso- 
ciation may be exclusion from the use of 
the important Kansas City terminal by 


the remaining members at their pleasure. 
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of maturity of the bond, to 25 shares of 
Marland Oil stock at $40 per share. The 
stock now pays $4 annually per share, 
and sells around 30. The fact that the 
market attaches some value to the 8-year 
call on the stock at 40, which the bond 
warrant represents, is shown by the fact 
that the bond with warrant attached sells 
at 120, while the identical. bond, without 
warrant, sells at 102. 

This particular bond has, in addition, 
a participating feature, providing that 
the bondholder is to receive, over and 
above the $80 annual interest per $1,000 
bond stipulated, an additional $10 per 
$1,000 for each dollar per share paid in 
dividends on the common stock. At the 
present $4 dividend rate on the common, 
this means a total of $120 annually per 
bond, or 12% coupon rate, so to speak. 
As the bond yields nearly 12% (with- 
out warrants) at the present market 
price, it is evident that the investment 
status of this issue is, to say the least, 
insecure. 


BONDS RETIRABLE AT A 
PREMIUM 


This type of bond has a clause in the 


indenture providing that at stated periods 
a fixed number ot the outstanding bonds 
be retired at a price above the issued or 
par figure through drawings by lot. As 
no individual bondholder can _ foresee 
when his bond is to be called to receive 
this bonus, there is always a possibility 
of a higher net yield than the normal one 
figured on straight return plus or minus 
the amortization of the difference be- 
tween purchase price and maturity. Many 
well-secured bonds of old-line companies 
come under this category, among them 
the U. S. Steel Sinking Fund 5s, the In- 
terborough Rapid Transit 5s, and others. 


An Interesting Issue 


One of the most interesting of this se- 
ries is the Goodyear Tire and Rubber 
first mortgage gold ‘8s, issued in 1921, 
following the refinancing of the company 
as a result of the general depression in 
the tire business, and due in 1941. These 
bonds are outstanding in the amount of 
27.8 millions, of hich $750,000 are to be 
retired semi-annually by drawing lots and 
paid off at 120. It is also provided that 
the whole issue may be redeemed at 120 
on any interest date. 

The effect of this provision is seen in 
the difference in price between this issue 
and the debenture 8s of 1931 which have 
a second lien on the property after the 
issue just described. The first mortgage 
issue, selling at 116, yields 6.48%, figured 
according to ordinary methods, while the 
debentures, redeemable at 110, by a simi- 
lar procedure, sell at 102 to yield 7.66%. 
The difference in price is more than 
would be accounted for by the mere dif- 
ference in priority of lien, and reflects 
the difference in prospects for redemption 
at a premium. 


Two French Issues 


A somewhat similar idea, with varia- 
tions, is to be found in a number of for- 
eign government bonds, of which a good 
illustration is to be found among the 
French issues. Two issues, floated by the 
Credit National in 1919 and 1920, frankly 
have lottery features, in which the highest 
prize is 1,000,000 francs per bond of 500 
francs par. Another issue, the 5% Pre- 
mium Loan of 1920, matures in 1980, un- 
til which time 25 million francs’ worth 
a year are to be redeemed by semi-annual 
drawings at 150% of par, which is more 
in accordance with the American system. 
In view of the uncertain position of the 
French franc exchange, and consequently 
of all bonds payable in francs, such bonds 
could scarcely be described as a con- 
servative investment, however much of a 
speculative thrill they might provide. 


Our review of the field of unique types 
of bonds indicates but few that deserve 
buying consideration at the present time. 
However, conditions may change rapidly, 
and it is always well for the investor to 
extend his sphere of investment interest 
so as to be in position to take hold of 
opportunities as they arise. 
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BONDS 


Market Dull With Weakness in 
Northwestern Rail Issues 


HE outstanding feature in the bond 
T market was the quick sale of the 

$20,000,000 Government of Swit- 
zerland 5s, offered by J. P. Morgan & 
Company on a 6% basis. The immediate 
response was, of course, due to the good 
credit of the Swiss Government and dem- 
onstrated the ready salability of high- 
grade issues yielding an unusually favor- 
able return. The quick sale of the offer- 
ing, however, failed to stimulate any in- 
terest in the market generally, and its 
lethargy continues to indicate that inves- 
tors are only interested in bargain oppor- 
tunities at the present time. Investment 
issues have been firm around recent lev- 
els, but there is no enthusiasm on the part 
of either buyers or holders to do busi- 
ness at ruling prices. 

United States Government bonds were 
steady. Fluctuations in the high grade 
rail issues were narrow, with exception of 
the Northwestern rails, which finally felt 
the effect of the heavy liquidation in 
stocks of these roads, induced by the dis- 
couraging outlook in the wheat belt. 


Speculative Bonds Irregular 


The junior rail bonds, especially of the 
Western roads, were sharply lower fol- 
lowing the cumulative effects of the radi- 
cal agitation in the Western States and 
the collapse in prices of the Minneapolis 
& St. Louis Railroad’s securities upon 
appointment of the receiver for that road. 
All of the Chicago, Milwaukee & St. Paul 
bonds were lower, the convertible 5s, 
showing a loss of 4% points, and the St. 
Louis & San Francisco adjustment 6s 
were off almost two points, although 
earnings of that road have been satisfac- 
tory. The M. K. & T. adjustment 5s de- 
clined to under 50. The senior issues of 
the latter two lines were little affected by 
the lower tendency in the junior bonds. 
On the other hand, the Erie’s displayed 
strength and the Seaboard Air Line 
issues were also steady. New Haven se- 
curities changed hands around their 
recent lows. So far, these bonds have 
shown no tendency to recover any of the 
ground lost during the past month. 

In the public utility division, changes 
were fractional, Chicago Railway Ist 5s, 
and the local tractions being exceptions. 
The former which mature in 1927, are 
now selling on better than 13% basis to 
maturity. Interborough Rapid Transit 5s 
lost three points. Hudson & Manhattan 
refunding 5s and the new Rapid Transit 
6s were steady. Public Service of New 
Jersey 5s lost two points due to the strike 
of its trolley employes. 

There were some very sizeable losses 
in the industrials. American Writing 
Paper 6s dropped almost 6 points to 62%. 
Cuban Cane Sugar debenture 8s were off 
3 points to around 90, and the Lacka- 

















BOND BUYERS’ 


HIGH GRADE 
(For Income Only) 
Non-Callable Bonds: 


Canadian Northern Debenture Cre 1946 
Delaware & Hudson 7s, 1930 

Great Northern Genl. 7s, 1936 

New York Central Rfid. and Imp. bs, 2013. 
Western Union Telegraph Co. 6%s, 1936 
New York Edison Co. 6%s, 1941 

Bush Terminal Buildings 5s, 1960... 


Callable Bonds: 
Armour & Co. of Del. Ast 5%s, 1943 
Acmour & Co. Real Estate 4%s. 1939 ..... 
Canadian General Electric deb. 6s, 1942 
Duguesne Light Co 7 BE. cece EER See 
Philadelphia Company 6s. 1944. 

Short-Term Bonds: 
2 & O., P. J. & M. 3%s, 1925 

& O., Southwest Div. Ist mtg. She, 1925..... 
ice & Roanoke Ist 5s, 1926... 
Southern Pacific conv. 4s, 1929 
Union Pacific conv. 4s, 1927 .... 3 
Dominion of Canada Internal 5%s, 1927. 


Bell Telephone Company of Canada 5s, 1926.. Sankad 


Aluminum Company of America 7s, 1925. 
Central Leather Co. Ist 5s, 1925. “<> 
Sinclair Crude Oi] Purchasing 5%s, 1925. . 
Columbia Gas & Electric Co. Ist 5s, 1927 
MIDDLE GRADE 
(For Income and Profit) 
Railroads: 

Baltimore & Ohio, 194 
Carolina, Clinchfield & Onis Ist 5s, sate 
Chesa - & Ohio conv. 5s, 1946 
Cuba Ist 5s, 1952. 
Chicago & “Eastern Illinois Gen. 5s, 1951... 
Kansas Ci Southers, Rfid. and Imp. 5s, 1950 
Missouri, sas & Texas Prior Lien 5s, 1962... 
Minneapolis, St. Paul & Sault Ste Marie 6's, 193 
Missouri Pacific Ist and Rfid. 6s, 1949 
N. O. & N. E. Rfd. and Imp. 4%s. 
St. L. & S. F. Prior Lien 4s, 1950. 
Western Pacific Ist 5s, 1946 


Industrials: 
Anaconda Copper Mining Co. Ist 6s, 1953 
Computing Tabulating & Recording 6s, 1941 
Goo ar 2 ire & Rubber Co. 8s, 1941 
B. Goodrich Ist She, 1947 
Hessen Chocolate Co. 6s, 1942 
Sinclair First Lien and Col. 7s, 1937 
South Porto Rico Ist Mtg. and Col. 7s, 1941.. 
U. S. Rubber 5s, 1947 . 
Wilson & Co. Ist 6s, 1941 


Public Utilities: 
Amer. Water Works & Elect. Corp. Col. 5s, 1934 
Dominion Power & Transmission Ist 5s, 1932 
Denver Gas & Elec. Ist and Rfid. 5s, 1951 
Havana Elec. Ry. Light & Power 5s, 1954 
Northern States Power 5s, 1 
Pacific Gas & Elec. Genl. and Rid. 5s, 1942 
Public iy | Corporation of N. J. 5s, 1959 
Utah Power & Li ~ 5s, 1944 
United Fuel Gas 1936 


SPECULATIVE 
(For Income and Profit) 
Railroads: 

Chicago Great Western Ist 4s, 1959 
Erie Lien 996 os 
Chicago, Milwaukee & St. | conv. 5s, 2014. 
Iowa Central Ist Mtg. & .. 1938 ; 
Missouri Pacific Ge 4s. 1975 
Missouri, Kansas & a, dj. Mtg. 5s, 1967 


St. Louis & San Francisco Adj. Mtg. 6s, 1955 Bene 


Rock Island, Ark. & Louisiana Ist 44s, 1934 
Southern Railway Genl. Mtg. *, R 
Western Maryland Ist Mtg. 4s, 1 


Industrials : 
American Writing” Paper Co 6s, 1939 
Cuba Cane Sugar 7s, 1930 
Chile Copper Co. 6s, 1932. 
International Mercantile Marine 6s, 1941... 
Virginia-Carolina Chemical 7s, 1947.............. 


Public Utilities: 
Chicago Railways Ist 5s, 1927 
Hudson & Manhattan Rfd. 5s, 1957.. 
Interboro Rapid Transit 5s, 1966. .. 
Third Avenue Railway Rfd. 4s, 1960.... 
Virginia Railway & Power 5s, 1934 
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* Principal eget interest guaranteed unber af ine of Canada. t Callable in 1951. ¢ Call- 


able in 1936. { This represents the num 
standing funded debt was earned, 


r of times interest on the companies’ entire out- 
on earnings during the last five years. Includes 


government payments during period of tit operations of railroads. 


wanna Steel 5s, sold at 87, the low of the 
year. Virginia-Carolina Chemical 7s oS (d) Lowest denom., $50. 


and International Mercantile 6s, lost about e Average last three years. £1922. g Average last four years. h Average last six 
two points of their previous rally. Cop- years. i Does not include interest on adjustment bonds. 
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& Lowest denom., $500. (c) Lowest denom., $100. 




















Pennsylvania R. R. 





Why “Pennsy is Fundamentally Sound 


Its Recovery in Earning Power and Prospects 


LTHOUGH 

there are sev- 

eral railroad 
systems possessing as 
large a mileage as 
that of the Pennsyl- 
vania Railroad, its 
volume of traffic ex- 
ceeds that of any 
other road in_ the 
United States. Operating 10,600 miles of 
line in the densely populated section be- 
tween Chicago and St. Louis, and the 
eastern seaboard, it obtains a tremendous 
freight and passenger business. Its gross 
revenues in 1922 were equal to 11.6% 
of the combined operating revenues of 
all Class I railroads. 

The section in which the road is lo- 
cated is primarily industrial in character. 
It serves most of the country’s great 
manufacturing centers. It is very firmly 
established in the Pittsburgh district, 
which originates more tonnage than any 
other in the United States. 

The Pennsylvania is an important car- 
rier of manufactured products and mis- 
cellaneous freight comprising about 25% 
of its entire tonnage. Mineral products 
form by far the largest class in its com- 
modity classification with the most im- 
portant item in this group, bituminous 
coal. The group as a whole represents 
normally about 60% of the total. This 
leaves a relatively small proportion for 
the remaining classes of traffic. 

It can be seen from this analysis 
that the volume of business handled 
is particularly dependent upon the de- 
gree of industrial activity prevailing. 
Unlike the Southern and Western roads 
it does not directly rely to any great ex- 
tent upon the agricultural situation. Its 
gross revenues furnish an excellent baro- 
meter with which to measure the pro- 
duction of the country’s great manu- 
facturing area. 


—_ 
=> 
SS 


Earnings 


Up until the war, the Pennsylvania had 
always shown satisfactory earnings. Al- 
though the volume of freight increased 
enormously under the stimulus of war- 
time demands, it did not prove beneficial 
from a financial standpoint. The traffic 
density was so great that congestion re- 
sulted. The additional revenues obtained 
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did not compensate for the larger operat- 
ing expenses. The railroad industry is 
properly considered one of increasing re- 
turns, but after the saturation point has 
been reached the opposite condition pre- 
vails. 

The large deficits incurred were made 
up by the Guaranteed Return which was 
paid by the Federal Government; never- 
theless the Pennsylvania was handed back 
to its owners in a weakened condition. 
Therefore it was necessary to issue $110,- 
000,000 Secured Notes, on which the in- 
terest rate was 644% and 7%. The Penn- 
sylvania’s customary method of financing 
capital needs was through the issue of 
additional capital stock. In this way the 
funded debt had been kept down to rea- 
sonable proportions. Even now stock rep- 
resents almost half of the total capitaliza- 
tion. Few of our railroad companies 
have been able to keep their financial 
structure as well balanced. 


Pennsylvania’s Recovery 


The company’s recovery since 1920 has 
been very rapid and complete. It proves 





been 
difficulties with which many of our roads 
are now beset. 


PENNSYLVANIA R. R. 


Net Income Earned 
Available Per 
for Dividends Share 
(In Thousands) 


Paid Per 
Share 


41 
4.25 
5.23 
3.93 

24 


2.43 
3.25 

















the road’s fundamental soundness as an 
operating unit. The conservative policy 
in regard to dividend payments which has 
followed has relieved it from the 


For a long time it was the 
avowed intention of the management to 
spend a dollar on improvements for each 
dollar paid out to stockholders. This 
policy has served the Pennsylvania in 
(Please turn to page 774) 
» 
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Chesapeake & Ohio R. R. 





A Coaler and Its Prospects 


Investment Aspects of C. & O. Common 


HE Chesapeake and Ohio extends 

from Newport News on the Atlan- 

tic coast to Chicago, but has never 
been considered a trunk line railroad. 
Until 1910, its lines only reached as far 
west as Cincinnati. In that year it bought 
under foreclosure the Chicago, Cincinnati 
and Louisville, the owner of a line from 
Cincinnati to Chicago. This was reorgan- 
ized as the Chesapeake & Ohio Railway 
of Indiana. 

On the map at least, this purchase 
made the Chesapeake & Ohio a trunk 
line, comparable to such a road as the 
Baltimore & Ohio. The physical facil- 
ities of the Chesapeake & Ohio of In- 
diana are not such as to enable it to 
serve effectively as part of a through 
route. Consequently, little through traffic 
moves over this portion of the sys- 
tem. Its acquisition has not changed 
the fundamental character of the road 
and it still remains primarily a soft 
coal carrier. 

The Chesapeake & Ohio is one of 
the three leading roads whose main 
function is to transport the coal mined 
in the northern Appalachian District 
to the localities where it is consumed. 
Its competitors are the Norfolk & 
Western and the more recently con- 
structed Virginian Railway. Most of 
the coal is moved in heavy trainloads 
to the industrial districts along the sea- 
board. Large quantities are shipped 
from Newport News to New England 
and abroad. 

The Chesapeake & Ohio controls 
through stock ownership the Hocking 
Valley. The latter has a line running 
north and south through the State of 
Ohio. Its northern terminus is at To- 
ledo on Lake Erie. This subsidiary 
gives the Chesapeake & Ohio a direct 
outlet to the Great Lakes. A tremen- 
dous coal tonnage moves over this part 
of the system. 

It is now obtaining a greater tonnage 
at much higher rates than ten years 
ago. Its gross revenues per mile have 
increased three-fold since 1912. The 
traffic peak was reached in 1920, and 
although it receded substantially during 
the following year, 1922 brought about 
quite a recovery in freight density. 
This road, serving to a large extent 
non-union coal fields, was aided rather 
than adversely affected by the strike. 
Their output was increased in the at- 
tempt to meet the coal shortage. The 
road’s volume of business is on a per- 
manently higher plane than in the 
years before the war. 

The Chesapeake & Ohio’s financial 
structure shows a large proportion of 
funded debt. Bonds aggregate 216 
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By JOHN M. KENNEDY 


millions while stock amounts to only 
75.4 millions. The most recent finan- 
cing was done by issuing $12,558,000 
preferred stock entitled to 6%% divi- 
dends. In the past, however, bonds 
proved the only medium through which 
the company was able to raise addi- 
tional capital. The change indicates 
a very wholesome improvement in its 
credit position. 





CHESAPEAKE & OHIO 
TOTAL OPERATING REVENUE 
(In Thousands) 


*Years ending June 30. 
This table is noteworthy as indicating 
the expansion in company's business. 











The increase in fixed charges in re- 
cent years has been very moderate 
when compared to the expansion in 
volume of business handled. There was 
a time when the road’s earning capa- 
city was not sufficient to secure an 
adequate return on its heavy capital- 
ization. The margin of safety in poor 
traffic years was small. The larger 
revenues now being obtained have 
made interest charges less burden- 
some than formerly. 

Stockholders of record on September 
1, 1922, were given the privilege of 
subscribing to the new 6%% Pre- 
ferred stock to the extent of 20% of 
their holdings. The authorized issue 
was $30,000,000, but only $12,558,000 is 
now outstanding. The proceeds are 
being used to enlarge terminal and re- 
pair shop facilities and to increase the 
carrying capacity of the road. 


The stock is cumulative so that if 


the full dividend is not 
year it must be made up before the 
common can receive anything. Only 
a comparatively small sum is required 
on this issue. It is fairly well assured 
of regular payments at the maximum 
rate. At the current price of 97 the 
yield is 6.70%. This is a satisfactory 
return on a semi-investment security 
of this calibre. 

The dividend record on the common 
stock has been irregular, in many 
years nothing being paid. For the rea- 
sons mentioned above payments are 
likely to be more stable than formerly. 
The dividend rate is now 4%, and at 
58 the return is about 7% 

In 1922, earnings equalled $10 per 
share. If net operating income con- 
tinues at the present level for the 
balance of the year this figure will be 
exceeded. Net operating income for 
the: first half of 1923 was approxi- 
mately the same as that for the first 
six months of last year. Due to labor 
troubles earnings fell off sharply in 
the second part of 1922. For this rea- 
son we might expect that the balance 
of the current year will show a marked 
improvement. On this basis earnings 
would run well over $10 per share. 


paid in any 


There is another factor which must 
be given due weight in attempting to 
forecast net income available for divi- 
dends. The business trend is now 
downward temporarily, and production 
is falling off in many lines. The slow- 
ing up of industry may result in a 
similar decline in the Chesapeake & 
Ohio’s coal traffic. This condition 
may counterbalance the savings which 
the absence of labor troubles would 
otherwise make possible. Even in the 
face of a reduced coal business, the 
4% rate now being paid will probably 
be earned at least twice over in 1923. 
It appears well secured and the com- 
pany should be able to maintain it even 
in periods when operating conditions 
are less favorable than at present. 





of the Erie Railroad. 


the annual rate of $6 per share. 


on the second preferred. 





FAVORABLE POSITION OF ERIE SECURITIES 


Attention is called to the unusually attractive position of the securities 
This road is experiencing a remarkable return of 
earning power with indicated earnings on the common stock estimated at 
Were the 4% dividend rate paid on the 
first and second preferred shares, they would, on the basis of current earn- 
ings, be covered no less than 3.7 times over. 
mated at an amount sufficient, theoretically, to liquidate the entire issue 
of the first preferred stock and leave a balance equivalent to $70 a share 
Market price of the first preferred is currently 
around 20 and that of the second preferred around 15. 


Book value of Erie is esti- 











Railroads Complete Record Half Year 


Volume of Traffic and Net Returns Break 
All Previous Records—Outlook Encouraging 


By ARTHUR J. NEUMARK 
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ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED 
ON FIRST SIX MONTHS OF 1923 


The following table is compiled on the actual average of the first six months’ net income 
to the total traffic year for the past ten years for each individual railroad, allowing for 
seasonal variations of traffic. 


$ $ 
Per Share Per Share 
Oo a 
Road eficit 
Atchison 
Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific 
Carolina, ae. & Ohio 
Central of N. 
Chesapeake & Ohio 
Chicago Gt. Western 
Chicago & Alton 
Chicago & E. Ill 
Chicago, Mil. 
Chicago North Western 
Chicago, R. I. & Pacific 
Chicago, St. P., Minn. & O 
Delaware & Hudson 
Delaware. Lackawanna & W.... 
& Rio Grande West 
rie 


Illinois Central 

Kansas Ci 

Lehigh Valley 

Louisville & Nashville 
Minneapolis & St. Louis 

Minn., St. Paul & St. Ste Marie. . 
Missouri Pacific 


z* Cease & St. Louis 
N. H. & Hartf 
N. Y , IX, & Western 


Northern Pacific 
Pennsylvania 

Pere Marquette 
Pittsburgh & W. Va 
Reading 

St. Louis San Francisco 
St. Louis Southwestern 
Seaboard Air Line 
Southern Pacific 


Texas & Pacific 

Toledo, St. L. & Western 
Union Pacific 

Wabash 

Western Maryland 
Wheeling & L. Erie 


? After 5% on the common stock, all classes of stock share equally. 


1 $50 par value. 
* Assuming that all of the outstanding 


8 Without oil income and after capital adjustments. 
preferred B is converted equally into preferred A and common stocks. ° This includes total 
earnings of Philadelphia & Reading Ry., all of whose stock is owned by Reading. * On the 
basis of the increased capital stock outstanding. ™ On the 5% adjustment income bonds. 

















ITH the return of the 200 Class 1 
W roads for the first six months of 

the current year at hand, some 
very interesting facts are obtainable. 
Speaking generally, the showing for this 
period was indeed a remarkable one, both 
from the point o1 view of volume of 
traffic and net earnings. The returns for 
the six months’ period were but three- 
tenths of one per cent below the require- 
ments for 6% on the total invested capi- 
tal, and if the comparatively poor earn- 
ings of the North and Southwestern roads 
were excluded, the earnings of the bal- 
ance of the carriers would have exceeded 
a 6% return. 

A compilation of the six months’ earn- 
ings reveals the startling fact that the 
leading roads have earned their entire 
years’ interest and preferred dividend 
requirements with substantial balances 
available for the common in the six- 
month period. This statement allows for 
normal amount of other income received 
each year. 


Present Outlook 


Car loadings for the first three weeks 
of July again broke all previous records 








CLASS 1 ROADS 
(000 omitted) 
*Month’s Nor- 
Net mal Earnings 


Oper. to Give a 
Income 6.75% Return 


76,594 
69,239 




















for corresponding periods, and were the 
heaviest of any similar length of time 
this year. Earnings for the month should 
reach the highest point thus far obtained. 
Heaviest charges for depreciation have 
been about completed by this time and, 
this fact, together with che indicated con- 
tinuance of record volume, should more 
than offset the increased wages which 
went into effect on july first. Railroad 
equipment is in good condition, and car- 
riers appear to be ready to handle a rec- 
ord fall traffic. 

Note: Attention is called to the. accom- 
panying table, illustrating the remarkable 
earnings record made by most of the car- 
riers in the first six-month period of the 
current year. 
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Money, Credit and Business 


There Are Nine Good Reasons for 
Buying Bank Stocks 


And a Near-Dearth of Generally 
Applicable Reasons for Not Doing So 


By RALPH RUSHMORE 





No. of 





GROWTH OF NATIONAL BANKS IN NEW YORK CITY 
SINCE 1905 
Combined 
Capital 
$106,850,000 


168,299,000 
176,540,500 


Combined 
Surplus & Profits 
$121,923,300 
170,934,700 
190,868,100 
319,941,400 
300,233,100 


Deposits 
$1,063,349,200 
1,314,705,100 
2,473,513,900 
3,262,300,300 
3,276,905,500 








ANK stocks have been described 
| as the “investment de luxe,” the 
~ “aristocrats among investments,” 
the “nearest things to bonds,” -.nd the 
wrld’s premier security” by various 
ters at various times. 
Jespite these rather fulsome gen- 
lities, they do manage to rank pretty 
h in investment comparisons. 
floney can be lost in bank stocks, 
t as in any other stocks, although 
ney may not have been lost in them 
frequently as in other security 
lasses. There is no absolute assur- 
-e of a steady, uninterrupted income 
m a bank stock any more than there 
absolute assurance of such an in- 
ne from other types of issues. When 
collects enough surplus cash to 
mit purchase of a bank stock, he 
uuld exercise at least as much, and 
robably more, care and discretion in 
king his choice as when he sets 
ut to choose a good railroad stock 
a good industrial. Whether or not 
“sell, hold or switch out of” a stock 
t is owned is often a bigger problem 
when the issue is a bank stock than 
when it is a stock of some other class. 
Taken all in all, however, it can un- 
doubtedly be said that, in the long run, 
bank stocks, as a class, are among the 
most dependable and have, over a period 
of years, been among the most profit- 
able of any security type, and deserve 
the consideration of all investors hav- 
ing a security-commitment in prospect. 


The Favorable Features of Bank 
Stocks 


In an effort to arrive at a fair and 
unbiassed opinion of the merits of bank 
stocks as investments, the writer has 
listed the factors, pro and con, con- 
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cerning them. These will be found 
in the tabular comparison offered here- 
with. It will be seen that, against nine 
very definite, tangible and demon- 
strable factors favoring bank stocks 
as investments, only five unfavorable 
features could be discovered, and of 
these five unfavorable features, all but 
one are of doubtful application as con- 
cerns the field as a whole. In other 
words, the writer can find nine good 
reasons for buying a bank stock, as 
such, against only one generally ap- 
plicable reason for not buying it. Cer- 
tainly, that is a definite enough con- 
clusion. 

The first, and fundamental reason in 
favor of bank stocks as investments is 
the really essential nature of the busi- 
ness they represent. The whole busi- 
ness structure of the United States, of 
course—the whole business structure 
of modern civilization, for that matter 
—is founded on credit, and it need 


banks are the 
media 
various 


scarcely be said that 
basic instrument of credit, the 
through which credit, in its 
forms, passes. 

It does not follow that any single 
banking institution becomes an essen- 
tial and indispensable institution, in and 
of itself, merely because of the essen- 
tial nature of the field it serves. In- 
deed, there are those who believe that 
this country could do with consider- 
ably fewer individual institutions, and 
the resultantly bigger, stronger and more 
diversified remaining institutions which 
we would then have. The point is, 
simply, that the field itself is indis- 
pensable, and that the institutions en- 
gaged in it are just so much more 
strongly bulwarked as a result. 

Second to the essential nature of the 
banking business, as a favorable factor 
in bank stocks, may be mentioned the 
steady growth-record and, apparently, 
the equally steady growth-tendency of 
both the banking field itself and the in- 
dividual institutions engaged in it. Two 
subsidiary factors contribute to this: 
First there is the undoubted extension 
of public knowledge of the mechan- 
isms, uses and advantages of credit, 
which has been the natural result of 
the educational work the banks have 
done. As a result of this increased 
knowledge of the uses of credit, the 
public’s credit requirements have 
naturally grown, and with them the 





FAVORABLE: 


(1) Essential Nature of Banking Business. 
(2) Steady Growth-Record of Most 
Banking Institutions. 

(3) High Rank as Collateral. 

(4) Accuracy of “Book Value” as an 
Index of Real Worth. 

(5) Frequency of Stock “Melons.” 

(6) Low Capitalization of Most Banks in 
Comparison With Volume of Business 
Handled. 

(7) Absence of Prior Security 
Obligations. 

(8) Liquidity of Bank Assets. 

(9) M ization of Busi Risk by 
Federal and State Supervision. 





true, is unfavorable. 





FAVORABLE AND UNFAVORABLE FEATURES OF BANK 
STOCKS AS INVESTMENTS 


: * “With reservations,” which is to say that this factor is of doubtful significance since 
it cannot be applied to bank stocks generally, although it is true in many cases, and where 


t Of little consequence, except in case of new and untried institutions. 


UNFAVORABLE: 
(1) Poor Marketability.* 
(2) Low Income Return.* 
(3) Double Liability.t 
(4) High Market Price Per Share.* 
(5) Meagreness of Information as to Cur- 
rent Activities of Issuing Institution. 














business of supply- 
ing credit, which is 
the banking _ busi- 
ness. Contributing 
to the growth-rec- 
ord and growth- 
tendency of  indi- 
vidual institutions, 
there have _ been 
and will continue 
to be such factors 
as the development 
of business-getting [— 





—-D its as of June 30-——, 
1922 1923 
$115,146,600 
39: 900 


$141,746,300 
425,536,800 


34,608 
227,200,900 
160,273,500 


186,348,600 
155,038,900 


BANKS 


in the “book value” 
of a bank stock— 
which is the paid-in 
capital, plus the 
surplus and _ undi 
vided profits, divid 
ed by the numbe: 
of shares outstand 
ing—the investor 
has an index o 
the security’s wort! 
which, if it errs at 


Decrease 











all, is most likel 








facilities within 

each unit, the gradual growth of confi- 
dence in various units as they have ma- 
tured and become accepted by the com- 
munity, all overshadowed by the growth 
of the field itself, 

The table “Growth of National Banks 
in New York City” shown herewith 
affords an interesting index of the ex- 
pansion of the banking field, as well as 
of individual institutions concerned in 
it, over a long period of years. Note 
that, since 1905, the combined surplus 
and profits of all New York institutions 
has increased from 122-millions to over 
300-millions—a gain during the period 
of more than 150%, while the total 
volume of deposits during the same pe- 
riod has increased from about 1-billion 
to well over 3-billions—a gain of 200%. 
So far as individual institutions are 
concerned, the following changes have 
occurred: Average Capital, 1905: $2,- 
500,000; 1922: $4,200,000. Average Sur- 
plus and Profits, 1905: $2,800,000; 1922: 
$7,100,000. Average Deposits, 1905: 
$24,000,000; 1922: $78,000,000. A tell- 
ing factor in the expansion of individ- 
ual institutions since 1905 has undoubt- 
edly been the addition of not a few im- 
portant branches to the national bank- 
ing business during the period. Sep- 
aration of securities departments from 
the regular organization of the bank, 
with resultantly greater efficiency in the 
conduct of these “departments”; the 
absorption of going trust companies, 
or the development of “trust depart- 
ments” inside individual institutions; 
the introduction, or development of 
foreign trade departments—these are 
among the new, or changed features of 
the banking business which have con- 
tributed heavily to the increase in scope 
of and volume of business handled by 
individual institutions. Rock-ribbed, 
hide-bound and conservative as banks 


are supposed to be, the records encour- 
age the belief that they are actually 
among the most progressive business 
organisms in our public life. 

The third favorable feature of bank 
stocks as investments in the high rank 
they enjoy as collateral for loans. Lit- 
tle need be said about this feature, since 
it is the natural reflex of all the other 
factors cited here, although investors 
may perhaps be reminded that to have 
a security which ranks high as collat- 
eral is to have one which authorities of 
all stations agree to be good. 

“Accuracy of Book Value as an In- 
dex of Real Worth” is the character- 
istic of bank stocks which is cited as 
fourth among the favorable features 
shown in our list. Perhaps a little 
elaboration of this might be found in 
point. 4 

With most other types of security 
investment, the prospective buyer, or 
the holder, is hard put to discover what 
their true worth actually is. Innumer- 
able factors must enter into his con- 
sideration, and however expert he may 
be, his final conclusion is certain to be 
based on certain assumptions of a more 
or less conjectural nature. Thus, the 
balance sheet showing of an industrial 
company depends for its accuracy upon 
the values placed on plant, buildings, 
fixtures, etc.; the income showing de- 
pends upon the charge-off policy of the 
management; the working capital posi- 
tion is largely subordinate to the com- 
pany’s position in respect of invento- 
ries, stocks on hand, raw _ materials 
under contract, goods in transit. For 
an outsider to pierce through the mis- 
information which it is possible to dole 
out under these headings is a difficult 
job, at the best. 

With the buyer of bank stocks, in 
large measure, the opposite is true. For, 


to err on the sid 
of understatement. 

Thus, the prospective buyer of a ban! 
stock does not need, as a rule, to ap- 
proach his commitment with so caref; 
an eye to the element of chance. I 
the issue’s book value he can conside 
there to be a very reliable index of it 
true worth, as compared with its mar- 
ket price within a reasonably close pe- 
riod of the time when the commitment 
is to be made and the amount of gues: 
_ing he has to do is reduced to a mi: 
imum. 

Those who have encountered the difi 
culties in the way of determini: 
whether other security-types are “worth 
what they are selling for’ will appr: 
ciate the importance of this chara 
teristic of bank stock book values. 

As favorable feature number 5 the 
frequency with which melon-cuttings 
occur in the bank stock field is cited. 
Certainly, it needs little elaboratio: 
Glancing over a statistical review 
banking institutions, one finds that with- 
in recent months no less than six sul 
stantial stock distributions have o 
curred in the banking field, including: 

A stock dividend of 663%4% by tl 
Hanover National, June 7, 1922. 

A stock dividend of 163%4% by the 
Public National in December, 1922, and 
so on. 

This tendency toward frequent melo: 
oytting in the bank stock field is the ob 
vious outcome of factors previously 
noted, plus the additional factor (Nun 
ber 6 in our list) of generally low capi 
talizations. There is something a little 
bit surprising about the fact that all the 
institutions in New York City, for ex- 
ample, have a combined capital of only 
176 millions of dollars! The total b« 
comes none the less surprising when put 
on an average basis, as done befor 

(Please turn to page 769) 








Name 

American Exchange National 
Chase National 

Caemical National 

City National 

Commerce (National Bank of) 
First National 

Hanover National 

Harriman National 
Mechanics & Metals 


* Equity in Chase Securities not included. 
and tnt’! Banking Corp’n not included. 


National merged, July, 1922. 





_——Surplus & Profi 
Dec., | 


a Includes $4 paid by Chase Securities Corp’n. 
e Equity in First Securities Co. not included. 


d@ $4 extra, Jan., 1923. 
including extras. Official rate 10% 


@ Capital increased June, 1922, from $3,000,000 by stock dividend. 
m Based on last three declarations, including extras. 


STATISTICAL RECORD OF 10 LEADING INSTITUTIONS 


Chan 


Cur- Y'd at 





Dec., 1922 
from 
Dec., 1921 
+ 135,800 
+953,000 
+ 498,500 
—10,011,100 
+ 2,674,700 
+ 10,292,300 
—466,600 
—183,100 
+ 659,600 
+987,700 


eee 
922 June, 1923 


$7,890,600 
22,057,400 
16,244,500 
b51,071,200 
37,437,900 
51,584,300 
20,848,000 
1,600,500 
17,182,600 
23,882,000 


Dec., 1921 
$7,754,800 
21,104,400 
15,746,000 
61,082,300 
34,763,200 
41,392,000 
21,314,600 

1,783,600 
16,523,000 
22,894,300 


h Based on last three declarations, 
Official rate 20%. 


+3,934,900 


b Does not include contingent fund $5,713,520. 


rent Recent 
Div. Price 
Rate (%) 


Book Value of Stock 
Dec., Dec., June, 
1921 1922 1923 
255 258 $i5 5.11 
206 *210 a20 
450 461 24 
253 e228 20 
239 250 ai2 
513 e616 140 
810 3=— g 517 685, 24 
278 260 3400 = h20 
265 272 392 -m24 
329 339 422 24 


June, 1923, 
from 
Dec., 1922 
—107,200 
+ 933,800 
+ 222,700 
+ 455,300 
+936,400 





+ 546,000 
+ 197,100 
—339,400 
—437,300 


¢ Equity in City Co. 
f 10% extra paid by First Securities Co., Jan., 1923. 
per annum. k Lincoln 
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Investors Holding These Stocks Need 
not Worry about their Dividends 


An Analysis of the Industrial Situation and a 
Number of Recommendations for Investment 


By FRED L. KURR 


Note: The following not only gives a list of the industrial companies that have 
earned their full year’s dividends in the first six months of the current year, but 
contains a selection of what in the judgment of the writer is the best opportunity 
in each group. It is to be noted that, with reference to the automobile and auto- 
mobile accessory industries, the selections are not the same as those in the follow- 
ing elaborate article on the associated automotive industries. Nevertheless, all the 
selections are sound, and while some latitude must be given the individual judg- 
ment of analysts, the investor can be assured that his interests have been deeply 
considered by the writers of both articles. 


HE great industrial activity wit- 

nessed in the first six months of 
; 1923, has been reflected in the earn- 
ings of our leading industrial corpora- 
tions, many of which have shown such 
handsome profits that the full year’s divi- 
dend requirements were more than earned 
in the first half year. In the accompany- 
ing table is given a list of 34 prominent 
industrial companies whose earnings in 
the first six months were equal to a full 
year’s dividend at the current rate. This 
is by no means a complete list, as many 
smaller companies have not been included 
and accurate estimates are not available 
in the case of a large number. The auto- 
mobile industry has shown the greatest 
prosperity. Nearly every prominent auto- 
mobile company earned well in excess of 
‘the full year’s dividend requirements in 
the first six months. Allied with this in- 
dustry, of course, are the automobile ac- 
cessory companies which have also made 
a very fine showing. Almost equally as 
prosperous have been the railroad equip- 
ment companies, some having earned 


twice the full year’s dividend require- 
ments in the first six months. 

Other industries that have done well 
are the steel, food and canning. No oil 
companies are included for the reason 
that earnings for the first six months are 
no indication of what will be shown for 
the full year in view of the decline in oil 
prices and the proposed curtailment of 
production. Many of the oil companies, 
particularly the big producers in the mid- 
continent field, have reported unusually 
large earnings for the first six months. 
These earnings are reported, however, be- 
fore deducting anything for depreciation 
or depletion and are of little value in esti- 
mating what may be earned for the full 
year. 


Conditions in Various Industries 


In regard to the automobile industry, it 
is well to bear in mind that the first six 
months represent the best portion of the 
year’s business. This industry is covered 
elsewhere in this department. 

The equipment industry, it is well 

known, is of _ the 





Automobile 
Mack Trucks 
Aut hil A 
Stewart Warner 
R. R. Equipment 
Baldwin Loco. 





Food and Canning 
American Can 
Miscellaneous 
Associated Drygoods 


THESE STOCKS HAVE BEEN SELECTED AS THE 
BEST IN EACH GROUP 


Recent Price 


“Prince and Pauper” 

variety. When oper- 
|| ations are close to 
capacity, huge profits 
are made. When 
general conditions in 
are poor, 
however, business 
falls to very low 
proportions, with 
vanishing profits. 
This is very forcibly 
illustrated in the case 
of American Loco- 
motive, which only 


Yield 
5.4% 
business 
11.6% 
6.1% 
5.7% 
5.7% 


4.9% 














earned $4.40 a share 





on the preferred stock in 1922, where 
earnings for the first six months < 
this year were equal to $12.16 a sha 
on the increased common stock. TI! 
fluctuations in this industry are well 
understood, and the policy of the man- 
agements of the larger companies is t 
build up an unusually strong financial co: 
dition by paying moderate dividends whe 
earnings are large. As a result of th 
policy, the equipment companies, as 
class, are now in such strong financial co 
dition that they would be justified in pay- 
ing out the present rate of dividends for 
several years even if earnings fall off to 
small proportions. Despite the very lar; 
earnings reported in the first six monthis 
of this year, these companies have 
large a volume of orders on their bool 
that the last six months will probab! 
make equally as good a showing. 

Another industry that has been on 
very prosperous basis is electrical equi 
ment. The two most important companies 
in this industry are General Electric an: 
Westinghouse Electric which have pro! 
ably earned their full year’s dividends i 
the first six months. As no reliable est 
mates are available they have not bee 
included in the table. Both of these con 
panies have sufficient orders on hand t 
assure very profitable operations f< 
many months to come. 

Most steel companies made a very go 
showing in the second quarter of th 
year. There has been substantial fallir 
off in business in the past two month 
however, and the third quarter is not ex 
pected to show up as well. Howeve 
those well informed on the industry a1 
of the opinion that a good demand wi 
spring up in the early Fall which wi 
bring about improvement in the fourt 
quarter. The first quarter of this yea 
was not particularly good, and for th: 
reason it is quite likely that many ste 
companies for the second six months wi 
be able to show profits as large as ré 
ported for the first six months. 

At the present time there appears t 
be nothing to interrupt the excellent earn 
ings of American Can and Continenta 
Can, and there is every reason for th 
belief that the full year’s earnings wil 
be in excess of the excellent returns mad: 
in 1922. Beechnut Packing, Corn Prod 


THE MAGAZINE OF WALL STREE! 





cts and Postum Cereal also appear to 
ce excellent business conditions in the 
ist six months of the year. 
The writer has chosen one company 
from each group the stock of which in 
iis judgment offers the most attractive 
eculative possibilities. The stocks se- 
‘ted are Mack Trucks, Baldwin Loco- 
tive, Stewart Warner Speedometer, 
nited States Steel, American Can and 
Associated Drygoods. A brief analysis 
each of these companies follows: 


MACK TRUCKS 


Mack Trucks is the writer’s selection 

the automobile field, not only because 

its remarkable earnings, but also be- 
use of its dominance in its particular 
1e—the manufacture of heavy trucks. 
ly specializing in the heavy truck field, 
Mack has succeeded in turning out a 
oduct of such superior merit that it 
is practically eliminated competition. 
/s a result, there does not appear to be 
any company on the horizon that will be 
ile to seriously challenge Mack’s pre- 
ninence in this field. The heavy truck 
is already demonstrated its economic 
value, and a growing demand can be 
looked for. It has already taken away 
msiderable short-haul business from the 
railroads, especially in the case of the 
more valuable freight. Time saving, com- 
bined with lower costs for loading and 
iloading, have made it profitable for 
manufacturers to run trucks over con- 


siderable distances. Many are now in ser- 
vice between New York and Boston. 

Despite the big output of Mack Trucks 
for the first six months of this year, or- 
ders are reported to be coming in at so 
satisfactory a rate that the company will 
not experience, to any extent, the usual 
seasonal Summer lull. 

Mack Trucks has no funded debt. 
There is outstanding $10.9 million 7% 
cumulative preferred, $10.3 million 7% 
cumulative second preferred, and 283,109 
shares of common stock of no par value. 
Financial condition is excellent. It is 
entirely free of bank loans, and has close 
to $4 million cash on hand. Working 
capital is approximately $22 million. In 
view of the very large earnings and 
strong financial condition, the company is 
undoubtedly in a position to be very much 
more liberal with stockholders, and it 
would be surprising if a more liberal divi- 
dend policy is not inaugurated before the 
close of the year. At present levels of 
74 the stock only yields 512%, but this 
is not unattractive for a stock that is 
undoubtedly on the verge of a higher 
dividend rate. 


BALDWIN LOCOMOTIVE 


Baldwin Locomotive has not issued any 
official statement of carnings for the first 
six months of this year, but as it is known 
how much business the company has 
handled, earnings can be fairly well esti- 
mated at $19 a share. As the company 


has more than $50 million unfinished bus- 
iness on its books, plants can be kept run- 
ning full to the end of the year, regard- 
less of any new business developing. 

Baldwin Locomotive has been selected 
as the most attractive stock in the equip- 
ment group because of these large earn- 
ings, and because the stock is some 30 
points under the high price reached this 
year. American Locomotive is just as 
strong a company, and has approximately 
the same amount of business on its books. 
This company, however, recently declared 
a 100% stock dividend, and the present 
price of 74 is equivalent to $148 a share 
for the old stock, a new high. In the 
early part of the year Baldwin Locomo- 
tive was actually selling above American 
Locomotive, and is now the equivalent of 
34 points lower. This large spread is ex- 
plained by the fact that American Loco- 
motive has already cut its melon rather 
than to any change in the relative posi- 
tion of the two companies. It is only a 
question of time when Baldwin will also 
have to be more liberal with stockhold- 
ers. At present levels the stock ap- 
pears to be the outstanding opportuni- 
ty in the equipment list. 

Baldwin is in an unusually strong finan- 
cial position, working capital at the end 
of 1922, being around $40 million, which 
compares with a total capitalization of 
$10 million bonds, $20 million preferred 
stock, and $20 million common. One criti- 
cism that has been heard in regard to 

(Please turn to page 766) 





COMPANIES THAT EARNED THE FULL YEAR’S DIVIDEND IN FIRST SIX MONTHS OF 1923 


r~Earned Per Share—, 
ist 6 Months 
1923 


MOTORS— 


Chandler 
General Motors 


EQUIPMENTS— 


American Locomotive 
American Steel Foundries 
Baldwin Locomotive 
Lima Locomotive 

New York Air Brake 


AUTOMOBILE ACCESSORIES— 


Youngstown Sheet & Tube..... 
FOOD AND CANNING— 


Beechnut Packing 
Continental Can 

Corn Products. . 

Postum Cereal 


MISCELLANEOUS— 
Air Reduction 
Associated Dry Goods 
Cluett-Peabody 
Computing, Tabulating, Rec’d’g.. 
Du mt de Nemours 
Vivaudou 


Regular o - 
Dividend <— 1922 
Rate High Low 
$6.00 79% 
1.20 a 4 


36: 4 

61% 

2955 
e106 


$21 
ose 


PSo1e eH 
ssssesss 


1m P ~190 
S33ss 


e333 


76% 
53 yg 
3S 


13434 
e60 


66 
6834 
70% 
7934 
£16934 
1634 


Price Range———— 


<———_1923— 
High 

76 

17% 

3254 

29: 


94 

2936 
114". 
15% 
126 4% 


- > Recent 
Price 


50's 
139% 
e67 


72% 
89 
7644 
83, 
148% 1 
23 15% 


4 Capitalization changed. % Includes earnings of 
c Earned $1.67 a share on preferred. d 25% 
1922. g On basis of new stock. 


stock dividend paid in 1922. 
b Earned $4.40 a share on preferred. 
£ 50% stock dividend paid Dec., 


+t 100% 
ust $1. 
% stock dividend. 


* Partly estimated. f gr A increased from 8. 
Steel & Tube Co. of America. iscal year ends Au 
stock dividend paid in Dec., 1922. e¢ Allowing for 1 
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Motors 


Of All the Accessories 


Tires 


A Few 


Must Be 


Better than the Others 


Which Are the Best? 


profitably? Has the tidal wave of 

public buying which characterized 
the motor industry in the first half of 
1923—buying that reached such propor- 
tions as to enable most of the motors to 
earn full dividends for 1923 in the first 
half of the year—has this put their se- 
curities into the bargain class? 

What about the motor accessory stocks? 
Have not these companies shared equally 
with the motor manufacturers in a period 
of unheard of prosperity? Has not that 
prosperity, coming just ahead of the 
recent downswing in security prices, put 
the accessory stocks into the enticing posi- 
tion of being below their worth? 

The tire stocks, too: Every automobile, 
every truck that runs, must be equipped 
with four tires, and most of them carry 
one or two “spares.” Considering the 
literally enormous number of new motor 
vehicles that have gone into commission 
since January 1, last, and the far more 
enormous number of old vehicles which 
are still travelling the roads, must not the 
tire industry have passed from depression 
into boiling activity, and are not the tire 
stocks, resultantly, absurdly low in price? 

If the motor stocks, the accessory 
stocks and the tires are in an attractive 
position, stockmarketwise, which ones of 


Cx. the motor stocks be bought— 


A Staff Analysis 


them all are in the most attractive posi- 
tion, as compared with the others? Out of 
any two stocks, there is always one best; 
out of thirty-seven active motor, accessory 
and tire stocks, there must be a few which 
are better than the others. What are 
these few? Why are they thought bet- 
ter? What is the relative position of the 
companies behind them, and for wha. type 
of funds are their securities best suited 
at this time? 

The above questions are in the minds 
of many investors—have been in their 
minds ever since the first report of boiling 
activity came out of the motor world. 
Appreciating the general interest in them, 
The Magazine recently undertook, so far 
as possible, to ascertain the answers to 
them. Staff analysts of The Magazine 
were instructed to take (1) the motor 
group, (2) the accessory group and (3) 
the tire group; to analyze and discuss 
these as groups; and then, from each 
group, to select the two or three securities 
which seemed best adapted, either to in- 
vestment or speculation, at the present 
time. The findings of these writers, are 
presented in what follows, together with 
a detailed statistical analysis and a graphic 
display, which are designed to permit 
ready comparison between the issues con- 
sidered. 





The Motors 


Studebaker, Hupp and Moon Selected As In 
Best Position—Moon Offers Over 14% Yield 


By MAX GOLDSTEIN 


N our search for the best motor stock 

investment, we must be guided by the 

outstanding characteristic of the auto- 
motive business from a commercial view- 
point, viz., its keen competition, even dur- 
ing periods like the early part of this 
year when orders were coming in in ex- 
cess of manufacturing capacity. In 
periods of general depression, this compe- 
tition becomes intensified to a point where 
heavy losses may have to be taken by the 
manufacturer who cannot survive the 
struggle. 

A good motor investment, therefore, 
must be one which, according to its repu- 
tation with the trade and the buying pub- 
lic, would be likely to retain a fair part 
of its business at the expense of some of 
its competitors in the event of a continued 
slump in automobile buying. One _ indi- 
cation of which companies are likely to 
be in this enviable position is to be found 
in their respective records during the last 
big depression, in 1921. 


714 


A strong financial position is always an 
important thing to look for in any type 
of investment, but it has peculiar signifi- 
cance among motor companies. Here it 
indicates not only the likelihood of extra 
distributions to stockholders and the un- 
likelihood of trouble, but it is a direct 
trade factor in promoting sales by assist- 
ing the financing of dealers. The com- 
pany with the best cash backing will have 
the pick of the dealers, and will be able 
to select the most successful ones. No 
small part of the success of the General 
Motors Corporation is due to the activi- 
ties of its subsidiary, the G. M. Ac- 
ceptance Corporation, in financing the 
distribution of the parent company’s 
products. 

The matter of size, as related to com- 
petitive power, is also important. It is 
regarded as axiomatic in the automobile 
business that sooner or later the smaller 
company will be absorbed by the larger, 
unless the small company has a peculiarly 


excellent organization or manufactures a 
distinctive, high-grade product. If th 
stock of a small company looks attractive 
therefore, it should be put through some 
additional testing to estimate its power t 
stand intensified competition in a thin 
market. 

The company’s record with respect t 
dividend payments, earning power, and s 
on is also a valuable index which shouk 
be taken into consideration by the intend 
ing purchaser of motor stocks, and th 
factor of immediate yield on the curren 
dividend rate should be subordinated t 
the other elements mentioned above. A 
a final test, the ratio of earnings t 
market price should also be given weight 
In accordance with these principles, th 
following stocks have been selected a 
good motor investments for purchase a 
the appropriate time. 


STUDEBAKER CORP. 
Remarkable Sales Growth 


Studebaker’s growth in earnings ha 
been due to a remarkable increase in sales 
rather than to increasing profits per car 
From 1917 to 1922 the annual productio: 
of passenger cars for the country as 
whole increased 34%. Studebaker, in th 
same period, increased its production b; 
156%, selling 110,269 cars last year, th 
highest in its history. 

This year, in the first six months it 
has sold 81,890 cars, and is still producin 
at the rate of 15,000 cars a month. With 
full allowance for the seasonal slumping 
off in the latter half of the year, it seem 
likely that the company will set a new 
record for sales by the end of 1923. It 
is evidently, therefore, still a growing 
company. 

In 1921 the company sold 51,474 cars 
or more than in any year since 1916, and 
about 30% more than in the boom yeai 
1920. Its ability to resist extra keen com 
petition in times of depression therefor: 
seems demonstrated. 

This year it has planned to expend 
about 6 millions on plant improvements, 
with an eye to reducing production costs 
rather than increasing capacity, the money 
being raised from earnings without re- 
course to further capital increases, and 
the full effect of this policy will be felt 
next year. 

Its dividend policy has been quite con 
servative, in view of its earnings, total 
dividends in the last ten years having been 
somewhat under $63 a share and a 25% 
stock distribution against nearly $160 
earned. The result has been not only the 
ability to pay for expansion and improve- 
ments out of earnings but the accumula- 
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tion of a strong cash position, amounting 
currently to about 17 millions, in addition 
to other current assets. The stock is 
easily the most attractive of the group 
to which it belongs. 


HUPP MOTOR CAR CORP. 
Small—But Highly Successful 


Hupp is one of the smaller companies in 
ie highly competitive medium-priced class, 
but its sales and manufacturing organiza- 
on and the mechanical qualities of its 
roduct have made it very successful. Its 
bility to maintain earnings above the 
ividend rate in 1921, while cutting output 
y a third, showed its strong position in 
1e trade, and another interesting feature 
; the high percentage of earnings on the 
urrent market price, indicating possibili- 
es of an early increase in the dividend 
ite. 

Last year it turned out 34,000 cars, and 

the first six months of this year 24,000. 
\ccording to its schedule for the last half 
f 1923, it should turn out a total of 
1,000 for the year, setting a new record 
wr itself. It is getting out a new model 
t a slightly higher price, on which a 
ige number of advance orders have 
lready been received. 

Its conservative dividend policy in the 
ist has been due partly to the need of 
xpansion, which for the time being has 
en satisfied. Since 1916, its first full 
ar of operations, it has earned a total 

$17.90 a share on the common, of which 
t has paid out $3 in dividends beginning 


1920. A more liberal dividend policy 
may be expected in the future, and 
should make up for the low yield of 
5.5% at the current rate. 


MOON MOTOR CAR CO. 
Free of Large Capital Requirements 


This company is largely an assembling 
proposition, buying its parts from manu- 
facturers. In spite of the dependency on 
outside interests that this involves, it is a 
profitable policy, because it requires rela- 
tively little investment in fixed capital and 
thus leaves the larger part of the com- 
pany’s funds free for financing of sales 
and current business. In addition, it mini- 
mizes the danger of depreciation of in- 
vegtories in a falling market, except for 
certain penalties which have to be paid 
in the event of cancellation of orders for 
parts. 


The company has been making great 
strides forward in the last two years, as 
the result of an aggressive sales and ad- 
vertising program and a distinctive me- 
chanical appeal. Its sales for the first 
six months of the current year have been 
200% above those of the same period last 
year, and because of its relatively small 
requirements for fixed capital, the com- 
pany is in a position to be more liberal 
in cash disbursements than concerns 
which manufacture a large proportion of 
their parts. About 60 to 65% of its busi- 
ness is in closed cars, so that it antici- 
pates but little seasonal decline in the fall 
and winter. 

Moon Motor Car is rapidly moving 
ahead in the motor world, and should be 
in a position to maintain sales, earnings 
and dividends at the present rate, at least. 
The current dividend yield of over 14% 
illustrates how far out of line with 
their intrinsic value securities can sell. 





The Motor Accessories 


Electric Storage Battery and Timken 
Roller Bearing Ranked Among Foremost 
By MERRILL T. JAMESON 


OTOR accessory companies vary 
M widely as to stability of business. 
The most desirable type, of course, 
are those who occupy, through basic 
patents or other means, the equivalent of 


a monopoly position which puts them out 


of the danger of over-intense competition. 
At the other extreme is the company sup- 
plying parts to motor manufacturers, who 
can easily switch from one source of sup- 
ply to another, or, if they decide it is 
more profitable, make those parts them- 
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selves and thus gain the advantages of 
control over necessary parts, lower price, 
and assurance of continuous operation. 
The position of the latter type of motor 
accessory company is always uncertain, 
and while profits may be good in periods 
of heavy production of motor cars, they 
may lose valuable customers at short 
notice. 

A company like Stewart-Warner, on the 
other hand, is well secured against such 
possibilities through the ownership of 
fundamental patents. Its main difficulty is 
the fact that its business fluctuates very 
closely with that of the motor industry 
in general, and more particularly with 
the fluctuations in output of the cheap and 
medium-priced cars which are produced 
in greater volume. 

A more desirable type of investment is 
that representing a product which is of 
universal and necessary application in the 
manufacture of motor cars, but has many 
other uses besides, especially in products 
of an essential character, so that its 
volume of sales and consequently its earn- 
ings cannot fall below a minimum point. 

Electric Storage Battery is in an en- 
viable position in these respects. Its prod- 
uct is used for all sorts of apparatus re- 
quiring rapid access to a steady but small 
source of power but which does not per- 
mit of large electrical installations, Tim- 
ken Roller Bearing, similarly, manu- 
factures products which can be used in a 
wide diversity of machinery, and so is as- 
sured of a minimum volume of business 
on which it can run profitably even when 
conditions are not favorable in the auto- 
mobile industry. In addition, it owns 
basic patents on a number of processes 
which render it invulnerable to any kind 
of competition now practiced. 


Because of the fact that they deal with 
large companies, as a rule, instead of with 
individual producers, accessory manu- 
facturers do not have to maintain large 
and slowly liquidating open accounts or 
reserves against collections. Their liquid 
position, as a rule, is therefore better than 
that of the ordinary company, so that 
good financial position alone must not be 
given excessive weight in evaluating a 
motor accessory stock. 


TIMKEN ROLLER BEARING CO. 
A Complete Unit in Its Field 


This is a typical example of the old- 
line company, formerly held in a few 
hands connected with the family of the 
original founder, which has expanded to 
the dimensions of a publicly-held company 
with a widely-distributed stock ownership. 
The largest part of its business is con- 
nected with the automotive industry, but 
it also supplies anti-friction bearings for 
a large number of different kinds of ma- 
chinery. It has the further advantage of 

being a complete unit within its own field, 
as it makes its own steel from the raw 
materials. 

Its earnings have been very large in the 
past, and have shown surprisingly little 
fluctuation due to changes in business con- 
ditions. Thus in 1920, its net income was 
2.4 millions, and’ in 1921, 2.3 millions. 
Last year’s earnings were the best in its 
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history, at 7.7 millions, and this year’s will 
probably be well above that figure. 

When the change in capitalization was 
made in 1922, to bring the stock within the 
reach of the public, it had 13,042 shares 
of $100 par stock outstanding, on which 
it had paid as high as $390 per share in 
dividends in the single year 1916. The 
new stock, of no par value, was issued at 
the rate of 92 shares for one of the old 
stock, and put on the present $3 dividend 
basis shortly thereafter. 

The enormous earning power of the 
business has been demonstrated in the 
past, and in view of the fact that current 
dividends were more than earned in the 
first half of the current year, and that the 
company has little need for further ex- 
pansion in the immediate future, it is 
quite possible that further distributions 
may be made soon. Even as things 
stand, at current prices the stock gives 
the immensely satisfactory yield of 
9%, apart from its possibilities for the 
future. 


ELECTRIC STORAGE BATTERY 
COMPANY 


Not Dependent on Motor World 


This company enjoys the combined ad- 
vantages of a unified output and diversi- 
fied outlets. It has benefited by the re- 
vival of public utility and railroad buying 
of equipment for lighting and power; 
the radio craze has affected it favorably, 
as a storage battery is essential to a radio 
set; and automobile buying, although 
heavy, is only a part of its business. In 
addition, the nature of its product is such 
that it has to be replaced at regular in- 
tervals, and this irrespective of whether 
there is a demand for new equipment or 
not. 


This great stability was reflected in the 
fact that in 1921 sales were greater than 
in any preceding year except 1920, while 
net earnings were only 8% below the 
previous record of the company. This 
year production and sales are expected to 
set a new record, and capacity is still 
being increased. 

The new construction which has been 
necessary to take care of the company’s in- 
creased business has absorbed a good part 
of its free funds, so that the dividend 
policy has had to be relatively cautious. 
In the past seven years the plant account 
has grown from 1.8 millions to 10.6 mil- 
lions, working capital has been built up 
from 4.3 to 188 millions, and sales in- 
creased from 2 to 12 millions, while capi- 
talization has been increased by only 3.7 
millions. Net at the same time has gone 
up from an average of a little over a mil- 
lion to 7 millions. 

In spite of this remarkable growth of 
resources out of its own earnings, the 
business has been so profitable that the 
company has been able to distribute in 
cash $78.50 in dividends for each old share 
of $100 par (since converted into new 
stock of no par value at the rate of four 
new shares for one old), in the past ten 
years, while earning a total of $152.17 on 
the old stock. 

The present dividend rate of $4 annually 
was earned by a wide margin in the first 
six months of the current year, and 
further cash payments in the near future 
are not unlikely. For a stock of this 
caliber, the current dividend yield of 
over 7% must be considered quite at- 
tractive in view of the possibilities for 
growth which the company still has, 
its proven stability under all kinds of 
business conditions, and its fine work- 
ing capital position. 


_ 





The Tires 


\ . 
Kelly Springfield, U. S. Rubber and Goodrich 
Thought Best—Whole Group Highly Speculative 


By JOHN MORROW 


condition in a whole group of promi- 
industrial corporations where 
dividends upon the common shares are 
swept away by business depression and 


R ‘ccnaitio unusual it is to witness a 


nent 


not renewed two years later. Such is the 
case, however, with those companies which 
make up the group turning out automobile 
tires and mechanical rubber goods. The 
securities of most of the leading tire com- 
panies are listed upon the New York 
Stock Exchange, where ordinarily they 
command active markets, and where ordi- 
narily they follow the general trend. 
They rode along nicely with the crest of 
the market last spring, but have suffered 
most severely during the past two months. 
The question now arises as to whether 
there are any of the tire companies whose 
common shares warrant speculative pur- 
chase. 

At the outset it must be admitted that 
there are other groups more attractive 
from a speculative standpoint than the 


tire group, but the latter ought to be con- 
sidered by speculators who wish to di- 
versify their purchase and who are willing 
to assume risks of an outright speculative 
nature. It would be unwise to place all 
of one’s speculative funds in the tire 
stocks or even a large portion of such 
funds. It would also be unwise for any- 
one to buy the tire stocks who is not in 
a position to watch the trend of the rub- 
ber industry and note the general market 
aspect of the tire group from time to time 

Obviously, in the last analysis, the mar- 
ket value of a speculative stock is de- 
termined by earning power. All the tir 
companies suffered greatly during the de 
pression of 1920 and 1921. Practically al! 
have largely increased capitalization dur- 
ing the past six years, and it is difficult t: 
state explicitly how much of the increased 
capitalization has been due to the neces- 
sity for expanded facilities and how much 
due to an over-expanded financial position 

(Please turn to page 718) 
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Year of 
Last Payment 
1920 
Firestone 1920 
Fisk 1920 
1921 


Company 


Goodrich 
Goodyear 
Kelly-Springfield 
Keystone 

Miller 

U. S. Rubber 

* Old stock. 








LAST COMMON DIVIDEND RATES OF TIRE COMPANIES 


Compared with earnings per share in first half of 1923, and current 
market prices. 


Recent 
Price 
of Common 
6.00 
63.00 
7.50 
20.00 
10.00 
30.00 
4.25 
62.00 
38.00 


Earned 
Per Share 
Ist Half 1923 


2.00 


Then Rate 
5.00 
6.00 
3.00 
6.00 

*12.00 
1.00 
1.20 
4.00 
4.00 








(Continued from page 716) 

caused by the postwar deflation period. 
Certain it is that a large portion of the 
increase in capitalization, particularly 
funded debt, is due to the necessity of 
having to take care of an uncomfortable 
inventory position and swollen bank loans. 

Enhancing the element of speculation in 
the tire stocks at the present time is the 
fact that it can not be clearly ascertained 
to what extent earning power of the lead- 
ing companies has been reestablished. It 
is useless to go back to comparison to pre- 
war years, because the industry has grown 
so much since that time that these com- 
parisons might easily be misleading. It 
is an established fact that the competition 
in the manufacture of automobile tires is 
very, very keen, exceptionally sharp. The 
industry is susceptible to temporary over- 
production and consequent price cutting. 
It lacks stability, perhaps because the in- 
dustry upon which it is dependent, manu- 
facture of automobiles, lacks stability. 
The manufacturers cannot do a great deal 
to stimulate the consumption of tires. The 
use and sale of the automobile determines 
the limits of tire production, and con- 
sumption data is not available to show 
what percentage of profit lies in the 
manufacture of rubber goods other than 
tires, but as the leading companies have 
gone so extensively into the manufacture 
of tires it is a tire end of the business 
which must determine success or failure. 

There are nine companies which readily 
come to mind as being the leaders or at 
least the best known of the tire compa- 
nies, and their salient statistical char- 
acteristics are grouped in the accompany- 
ing table. Of these eight, three are se- 
lected for individual discussion. The 
understanding is, however, that only a 
small portion of available funds should 
be used to buy the tire stocks, and the 
purchase should be treated wholly as 
speculative. 


KELLY-SPRINGFIELD 
Improvement in Earnings 


A somewhat unusual situation developed 
in Kelly-Springfield common stock in 
recent months. Early in the year it was 
reported that the business of the company 
was recovering to a point where it would 
be possible to resume dividends upon the 
shares, and it was generally believed that 
the rate would be $4. Earnings in the 


718 


first quarter of 1923 were said to have 
been at the rate of $12 a share on the 
common stock. A supporting argument 
was included in the fact that the company 
had earned almost $7 a share upon the 
common in 1922, thus exhibiting a recov- 
ery in earning power, which compared 
most favorably with the records of other 
leading tire manufacturers. 

The volume of business in 1922 was the 
largest in the company’s history, and it 
was planned to increase output this year 
by 30% over the output of last year. All 
went well for the first five months, but 
then came the cut in prices, and business 
appreciably declined. With that develop- 
ment less was heard of dividend resump- 
tion and a report developed to the effect 
that there would be no early resumption. 
On top of that the Street was busy with 
rumors of extended liquidation in the 
shares, liquidation made necessary by 
overextension of a so-called pool, or a 
group which had interested itself in Kelly- 
Springfield, believing implicity in the fu- 
ture of the company, but being forced by 
general market conditions to lighten ship. 
As a result, the shares went to the lowest 
levels in three years. It would seem as 
if the big decline were due more to the 
technical market position of the stock 
than to the fact that the volume of bus- 
iness had been curtailed to a point where 
the results of the second half of the year 
would largely wipe out the supposed good 
earnings of the first half of the year. 

It is a curious fact that the tire busi- 
ness often runs into a determined slump 
just after the first six months, and much 
is made of extended inventories, over- 
production and the like. It is hard to be- 
lieve that tire manufacturers, year after 
year, deliberately let themselves in for a 
condition of this kind and refuse to profit 
by experience. Quite possible it is that 
Kelly-Springfield will earn less in the 
second half of the year than in the first 
half of the yrar, but it does seem im- 
probable that the year will close showing 
earnings smaller than those for last year 
on the common stock, and a guess may 
be ventured that they will be larger per 
share. 


History and Salient Characteristics 


Although Kelly-Springfield has been in 
business since 1899, the present name was 
not assumed until 1914. Kelly-Spring- 
field tires are impressively advertised and 


are designed for quality users. In other 
words, the tires are not commonly use 
on the low-priced automobiles. This may 
tend to curtail volume of sales but it doe 
not necessarily mean that the margin o 
profit, as related to capitalization, suffer: 
Plants are located at Akron, Ohio, and 
Cumberland, Maryland, but the compan 
has concentrated production at the ne 
Cumberland, Maryland, plant, the factor 
at Akron having recently been closed. | 
is claimed that labor costs at Cumberland 
are 25% below those in Akron, and fur- 
ther, it is estimated that the concentr: 
tion of production at Cumberland wi! 
save the company about 1 million dolla: 
annually. 

In addition to the pneumatic tire en 
of the business, Kelly-Springfield is sa 
to be doing about 30% of the solid ti 
business of the country, having a lar; 
customer in Mack Trucks, a compa 
which is doing one of the largest bus 
nesses among the makers of commerci 
vehicles. The plant at Cumberland c 
about 13 million dollars, funds for whi 
were raised through the sale of 10 mil- 
lion dollars 8% notes, due 1931. Begi 
ning May, 1923, the trust agreement pr 
vides for the retirement of 1 million d 
lars notes each year, a charge against 
earnings which must be considered pri 
to consideration of surplus for share capi- 
talization. 

Back in 1916 Kelly-Springfield had 
total capitalization of less than 9 milli 
dollars, whereas, today the capitalizatic 
including the note issue, is about 27 mil 
lion dollars. Right here, emphasis should 
be laid upon the fact that the note issue, 
as previously stated, was for the purpos 
of creating a new manufacturing cent 
At the end of 1922, working capital t 
taled 14 million dollars; total current lia- 
bilities only $1,500,000, whereas, cash « 
hand was $1,800,000. Inventories were 
rather high, and a sudden serious declin 
in the volume of sales might possibly en 
phasize this position to the disadvantas 
of the company. 


Conclusion 


Both the investor and the speculat: 
may consider Kelly-Springfield securitie 
The 8% notes are currently selling in tl 
neighborhood of 107, compared with a 
extreme high of 109%. They are not s 
cured by mortgage but are a senior lic 
upon net earnings, and, as such, ar 
entitled to good rating. The first pri 
ferred, 6% cumulative, has paid dividen 
regularly since 1916, and the 8% cumula 
tive preferred has paid dividends reg 
larly since November, 1919, when tl 
stock was issued. Both of these issuc 
are deserving of a fairly good investme: 
rating, although they are more subject t 
fluctuations in earnings than many oth« 
industrial preferred stocks. 

As stated previously the common shar« 
have been the object of heavy liquidatior 
This liquidation seems to have been large 
ly completed, and from now on the mar 
ket position of the shares ought to b 
guided more by trend of earnings, an 
less by technical considerations having t: 
do with the concentrated supply of stocl 
for sale. There has been a 50% declin 
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in market: price. The disappointment that 
niay have existed over the apparent aban- 
mment of plans for the early resump- 
m of dividend seems to have been dis- 
unted. Speculative confusion has 
>cen substantially cleared up and the 
s‘ock is at least moderately attractive 
the speculator, who is willing to 
13e patience. 


U. S. RUBBER 
Most Popular of Tire Stocks 


Wider interest is associated with the 
sition of U. S. Rubber securities than 
th any of the other tire-company securi- 
s. It is financially most prominent and 
related to more powerful financial in- 
ests than the other rubber companies. 
ie of the leading private banking houses 
the United States took an active inter- 
in the financial position of the com- 
iy, a few years ago, and since that asso- 
ition there has been more confidence in 
position. 
One of the most interesting features of 
S. Rubber, which is regarded as the 
gest consumer of crude rubber in the 
rld, is the ownership of rubber plan- 
tions in Sumatra and on the Malayan 
ninsula. In those regions the company 
s almost 60,000 acres planted, and, while 
the present time these plantations have 
t develpod to a point where they can 
depended upon for all of the crude 
bber, they constitute a constantly in- 
asing source of supply, and in time 
S. Rubber will be independent of the 
en world markets for crude rubber, 
vhich are, as is commonly known, domi- 
ted by British capital. Rubber produced 
its own plantations is taken over by 
S. Rubber at current market prices, 
d on this basis the plantations have pro- 
luced a profit, except for a period during 
22, and the plantation companies have 
-umulated a surplus which has not been 
luded in the results of the U. S. Rub- 
* Company. It is expected that devel- 
ment of these sources of supply will in 
time place U. S. Rubber in a position 
ere production costs can be materially 
lccreased, and the effect of this in the 
thly competitive state of the tire indus- 
in this country can be easily imagined. 
\hile it may be said that this part of the 
uation of the U. S. Rubber Company 
ks pertinent interest because no figures 
1 be brought forth to picture the effect 
titistically, it is nevertheless a major 
tor in a long-range outlook of the posi- 
n of the company, and, as such, must 
kept well in the foreground. It is not 
object of this discussion to present 
merits of U. S. Rubber shares from 
standpoint of a day-to-day trading 
ition. 
Like all the other rubber companies, 
S. Rubber felt the full force of the 
siness depression, but suffered an actual 
l-ficit only in 1921. The recovery of 1922 
nabled the company to earn $2.68 a share 
10n the common stock. As with other 
tive manufacturers, the apparent prospects 
for earnings at the beginning of 1923 have 
not been borne out. For example, early 
i the spring it was estimated that for 
tLe six months ended June 30, 1923, earn- 
(Please turn to page 764) 
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Preterred Stock 


Very Little Business As Investors Continue Indifferent 


common stocks and the low levels 

established in that market, preferred 
shares gave a good account of themselves 
during the past two weeks. While, as a 
general rule, sales could only be made at 
concessions of from one to two points. 
Offerings on the part of holders who had 
been frightened by the weakness in the 
general market were few. California Pe- 
troleum and United States Rubber pre- 
ferred were weak features declining to 


(commen ioc the liquidation of 


96 and 92%, respectively, following the 
trend in the junior issues and the unsatis- 
factory conditions existing in the oil and 
rubber industries, but the stocks were 
well taken at the low prices. The specu- 
lative railway preferred shares lost an 
average of two points on few transac- 
tions. On the other hand, Cuban Ameri- 
can Sugar preferred advanced three 
points. There were no sales whatever in 
most of the preferred issues, which well 
demonstrates the character of the market. 








INDUSTRIALS: 
American Sugar Refining Co 
American Can C 
American Ice Company 
American Woolen 


SoneseSemnoty & 
icott-Johnson Com, 

— Motors Corp. d 

Kelly- Loose: Wiles Bis Tire ce. 
iles Biscuit Co. Ist 

Standard Milling Co 


PUBLIC UTILITIES: 
North American Co 
Philadelphia Company 

RAILROADS: 


Bangor & Aroostook 
Chesapeake & Ohio conv 
Colorado & Southern Ist 





INDUSTRIALS: 


Armour & Co. of Del... 
American Steel Foundries 
Allis-Chalmers Mfg. Co 
American Smelting & Ref. Co 
Associated Dry Goods Co. Ist 
Brown Shoe 
Bethlehem Steel Corp. conv 
Bush a Buildings Co 
Coca-Cola Co. 
Cuban-American Sugar 
Genl. American Tank Car ye 
General Baking Co 
Gimbel Brothers 

Kayser & C 

atl. Cloak & Suit Co 
Sears-Roebuck & Co 
U. S. Industrial Alcohol Co 


PUBLIC UTILITIES: 


Amer. W. Wks. & Elec. Corp. Ist...... 
Public Service of N. J ( 


RAILROADS: 
Baltimore & Ohio 
Colorado & Southern 2nd pid 
Pittsburgh & W. Va 


INDUSTRIALS: 
American Beet Sugar Co 
California Petroleum partic. pfd.. 
Famous Players-Lasky Corp 
Fisher rock, Ine of Ohio 
Mack Truc 
Orpheum 
Pure Oil Co. — pfd 
U. S. Rubber Ist pfd as, 
Worthington Pump & Mfg. “A” 


PUBLIC UTILITIES: 
Market Street Railway prior pfd 
RAILROADS: 


Kansas City Southern 
Pere Marq 


Southern Railway 


(c.) Cumulative. s 

(w) Average for last tw 

$x} Average for last three 

y) Average for last four years. 
(z) Stock was issued this year. 
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National Biscuit Co. 





A Real Investment Stock 


Strong Position and Improving Prospects of Leader 
of the Biscuit Industry—An Amazing Record 


N industrial stock which has pata 

dividends uninterruptedly for the 

past twenty-four years, in a com- 
pany which has maintained its leadership 
in a basic industry against continually in- 
creasing opposition; which is not subject 
to seasonal fluctuations, is independent of 
business fluctuations, and has shown stead- 
ily increasing earnings for the past seven 
consecutive years—such a stock might 
well be called an “investment” issue. This 
has been the record of the National Bis- 
cuit Co. 

To cap the climax, it paid a 75% stock 
dividend at the end of last year and near- 
ly doubled the dividends on the increased 
capitalization, raising the return from $7 
a share of $100 par to $12 on a total of 
four shares of $25 par given in exchange 
for the old stock, in addition to the three 
extra shares of $25 par distributed as a 
stock dividend. 

Incidentally, the earnings on the in- 
creased stock, in percentage of par, are 
running at the highest rate in the com- 
pany’s history. 

This amazing record is due partly to 
the staple nature of the company’s busi- 
ness, and partly to a remarkably efficient 
manufacturing and merchandising organi- 
zation. The company is believed to con- 
trol at the present time about 40% of the 
biscuit business of -the country, and manu- 
factures nothing but biscuit, except for 
a small output of bread. It is still in- 
creasing its plant facilities and building 
new bakeries close to centers of consump- 
tion, to save transportation and other 
charges. 


Features of Baking Business 


Because of the fundamental nature of 
the business, it shares almost as much 
and as directly as land holdings in the 
growth of population and the economic 
development of the country. In addition, 
its sales are practically unaffected by 
changes in the level of business prosper- 
ity, as its product can scarcely be termed 
a luxury, and it has no inventory problem 
to face as it keeps on hand, as a general 
rule, only enough raw materials to pro- 
vide for continuous operation of the 
bakeries, while the finished product is 
delivered practically as fast as made. In 
addition, over a third of its business is 
on a C, O. D. basis, reducing the problem 
of collections. 

The business is still growing, judging 
by the plants being put up in New York 
City, Pittsburg, Cambridge, Philadelphia, 
Buffalo, and other large cities, and the 
constant expansion of the company into 
new fields of the baking business, of 
which large cakes and matzoth are recent 
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By JAMES H. MONTGOMERY 


examples. An innovation of the past year 
or so has been the sale to customers of 
extension display racks, which have beew 
found immensely stimulating to sales. 
The effect of these well-organized oper- 
ating policies on earnings are best illus- 
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trated by the accompanying figures of 
earnings and dividend payments. 

The financial structure of the company 
is simple and solid. It has no funded debt, 
24.8 millions of 7% cumulative preferred 
stock, and 51.2 millions of common of $25 
par value. Against this capital the bal- 
ance sheet shows 65.7 millions of fixed 
tangible assets (after deducting deprecia- 
tion) and working capital of 21.5 mil- 
lions. The conservatism of the manage- 
ment is shown by the fact that no allow- 
ance at all is made for patents, trade- 
marks or good-will, in spite of the fact 
that “Uneeda” alone has a value which 
would be assessed by advertising experts 
at many millions of dollars. 

The current assets amounted, as of De- 


cember 31, 1922, to 25.3 millions, nearly 
seven times the 3.7 millions of current 
liabilities outstanding. Among the assets 
were 2.5 millions in cash and 15 millions 
in securities, all but %4 million of whicl 
were U. S. tax-exempt bonds. Only about 
$600,000 of the liabilities consisted of ac 
counts receivable, the rest being made uj; 
of dividends payable on the common and 
tax reserve. This would indicate that the 
company takes advantage of its strong 
financial position to obtain cash discount: 
on its purchases of raw materials, includ 
ing flour, of which it is one of the larges 
individual purchasers in the country. 

The investment status of the company 
as a whole is perhaps best indicated by 
the yield on the preferred. At current 
prices around 123 this stock yields about 
5.7%, or about the yield on a high-grad 
long-term industrial bond. 


Investment vs. Speculation 


The common, now selling around 42, 
yields a little over 7%. It has little at- 
traction for the out-and-out speculator, as 
with the exception of last year, the ol 
stock of $100 par would fluctuate an aver 
age of 25 or 30 points in the course o 
a year, which would mean about 7 to & 
points in a year between the extreme high 
and the extreme low of the present com 
mon. 

From the investor’s point of view, how 
ever, it seems to combine all the qualities 
which are considered desirable in a com 
mon stock investment—good yield, excel 
lent record, ability to prosper in the midst 
of a business depression, staple industry 
strong financial position, demonstrated 
strong earning power, good outlook for 
further expansion, and the possibility 
some time in the future of extra or in- 
creased cash or stock dividends. 

The company herein described is a pe 
culiar combination of investment quali- 
ties which generally are not found to- 
gether. It is a real industrial, with an 
opportunity for growth, but its business 
resembles that of a public utility in its 
stability and quality of fundamental ne 
cessity of every-day consumption. Thx 
nature of the business and the powerful! 
financial position which the company has 
built up in its long and prosperous exis- 
tence permit the stockholder to expect a 
continuance of the good earnings which 
have marked its career, especially in re- 
cent years. On the other hand, there 
are reasons to believe that the market 
action of the stock is sluggish and that 
the out-and-out speculator, who is but 
little interested in investment values 
per se, will do better in some other 
security. 


THE MAGAZINE OF WALL STREET 








E. I. du Pont de Nemours ®& Co. 





The Ramifications of a Huge 
Investment Trust 


The du Pont Problem Is How to Dispose of Sur- 
plus Profits—The Interrelation of du Pont and 
General Motors—Is du Pont Worth Its Price? 


YTARTED in 1802 as a partnership 
for the manufacture of powder and 
high explosives, and continued along 

ise lines for nearly a hundred years, the 

Pont interests today cover a wider va- 

ty of business than any other aggrega- 

n of capital of their size. It would be 
resting to catalogue the different ways 
which an ordinary citizen contributes 
mite to the du Pont income in the 

irse of one day. 

He may be stopping at one of the du 

nt hotels, and, after leaving in the 

rning in a Buick, a Chevrolet or a Cad- 

c (largely controlled by the du 

nts), he may pause at a filling station 

r gasoline refined by the Invirs.cible Oil 

rporation (controlled by du Pont), re- 

t that his car needs repainting with 
Pont paint, or a new “Fabrikoid” top, 
to a matinee at a du Pont theater, turn 
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on a Columbia phonograph (du Pont con- 
trolled) when he gets home, have dinner 
at a du Pont restaurant, and so on, and 
so on. 


The Foundations of the du Pont 
Colossus 


The foundation for this extensive net- 
work of interrelated interests was laid in 
1802, when Eleuthere du Pont de Nemours, 
a French economist and a friend of the 
greatest Minister of Finance of the old 
French régime, Turgot, came to America 
and built a powder mill at the Brandy- 
wine River, just north of Wilmington, 
Delaware. This plant helped to supply 
munitions for the American government 
in the War of 1812, in the Mexican War, 
the Civil War, the Spanish-American War 
and the World War. It was abandoned 
only last year. 

The explosives business thus founded 
was carried on by the family with true 
French family solidarity, and grew as the 
country grew, till in the latter years sup- 
plies to the army constituted only a very 
small part of its business. Its explosive 
products were used in mining, in stone 
quarrying, in construction work, in clear- 
ing farms, and for many other peace-time 
uses. 

About 1903, some of the younger du 
Ponts felt that the business had expanded 
to a point where it had outgrown its older 
form. The profits that kept piling in 
from the explosives business could not be 
reinvested in it beyond a certain limit, and 
they felt that it would be unwise to scat- 
ter them in cash dividends when they 
could preserve the enormous strategic ad- 
vantage of a large accumulation of liquid 
capital to develop some of the profit- 
making ideas which flowed in from their 
chemical laboratories daily. 

Accordingly they founded a 50 million 
dollar corporation, and engaged in the 
large-scale manufacture of chemicals, in- 
cluding leather substitutes, transparent un- 
breakable window material, cellulose prod- 
ucts such as artificial silk, paints, etc. The 
war made a tremendous change in their 
methods of doing business, and gave them 
undreamed-of opportunities which they 
were quick to realize. Germany, which 
had hitherto been able to defeat all at- 
tempts to found an independent organic 
chemical industry in the United States, 
was temporarily out of the competition; 


and, in addition, the Allies, and later the 
United States, poured out lavish orders 
for munitions and military chemicals. 

In 1915, therefore, they organized the 
corporation in its present form, under a 
Delaware charter, and with an authorized 
capital of 240 millions. They have had 
no serious financing to do since outside 
of an issue of 35 millions of 744% bonds 
to help purchase General Motors stock. 


The du Pont Company’s Holdings 


Since the war, the main interests of the 
company have been the development of 
the chemical business and the reinvest- 
ment .of profits in all kinds of widely di- 
verse fields, of which those mentioned 
above are merely chosen at random. The 
total holdings of such securities for per- 
manent investment, as of June 30, 1923, 
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were 88.9 millions, stated to be carried at 
cost. 

The most spectacular of these holdings 
are the 7,623,345 shares of General Mo- 
tors common which it holds, or nearly 
37% of the total of the latter outstand- 
ing. At the current dividend rate of 30 
cents per share quarterly, the du Pont 
company will receive over 9.1 millions this 
year. Du Pont has 950,674 shares out- 
standing, or roughly one to every eight 
of General Motors that it holds. 

The company reported net income for 
the first six months of the current. year 
of 10.1 millions, of which about 4.6 mil- 
lions are attributable to General Motors. 
The commercial business alone is esti- 
mated to net 7.5 millions annually, of 


wnich 40% comes from the commercial 
use of explosives. It is evident, there- 
fore, that the company’s business outside 
of General Motors is a very important 
factor. 

Its financial position is very strong, cur- 
rent assets as of June 30, 1923, being 67.4 
millions against current liabilities of 7.9 
millions. Among these assets are 18.6 
millions in cash, 15 millions in receivables, 
and 5.2 millions in marketable securities 
apart from the 89 millions of permanent 
investments referred to above. 

The capitalization consists of 68.4 mil- 
lions of debentures, 32.6 millions of fund- 
ed debt in the hands of the public, and 
95 millions of common stock. This was 
increased at the end of last year from the 


69 millions then outstanding by means of 
a 50% stock dividend. 

At the same time the dividend rate, 
which had been 8%, was cut to 6%, so 
that the rate to old stockholders was the 
equivalent of 9% annually. Since earn 
ings for the first half of the current yea: 
have been $8.54 per share, there has beer 
a revival of intimations that the 8% rat 
would be restored, which would mean 12% 
for the old shareholders. 


Is the Stock Worth Its Price? 


The complexity of the company’s in 
vestment holdings and financial affiliatior 
is such that it is difficult to determi: 


(Please turn to page 750) 
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School for Traders & Investors 





Twelfth Lesson 





T is indeed seldom that we are privi- 
leged to present a more interesting 
and valuable essay than that which 
eared in our last issue under the above 
Often reproduced in part over the 
forty years, as often distorted in the 
roduction, it was a satisfaction to see 
ublished in complete and correct form 
the edification of present and future 
ill Street generations. 
Volumes have been written on the ethics 
speculation; many have attempted to 
erentiate between the various phases 
Street operations; but the fact that we 
scholars in this school proves ‘aat we 
endeavoring to conduct our dealings 
h intelligent foresight, and that auto- 
ically removes us from any unde- 
ble classification. 


Mr. Watts’ First Point 


he first practical point made clear by 
Watts is that “There is no royal road 
uccess in speculation.” Knowing how 
not a matter of appropriating some 
nt method of judging the market or 
ching some graph or plot till it says 
-or sell: nothing will take the place 
sound judgment. That is something 
can only be acquired through study, 
fortified by long experience in actual prac- 
There is no such thing as an infal- 
plan, but, as proven by the success of 
Watts as a leading operator in the 
m markets of the ’70’s and ’80’s, there 
underlying principles in this, as well 
every other field, and results depend 
the understanding and proper appli- 

m of these principles. 
scussing some of them in the order 
ed, we can readily see how far short 
of us fall in self-reliance. Mr. 
atts says “A man must think for him- 
must follow his own convictions. 
-trust is the foundation of successful 
t.”.- How many of us think for our- 
s? Do we not follow the mentally 
habit of allowing our newspaper, or 
broker, or a wise (?) friend to do 
ur security market thinking? You prob- 
realize that you do. And if this be 
1’, you are traveling the wrong road— 
not toward success. This is not to say 
that you should not listen to, and observe 
the methods of those who have an estab- 
lished and indisputable record of actual 
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Comments On:— 


“Speculation As A Fine Art” 


Some Pertinent Comments On the Lessons It Contains 


By THE PROFESSOR 


market knowledge, but this should be con- 
tinued only just so long as is required for 
the formation of your own code of pro- 
cedure. 

Study of the available books and ar- 
ticles on this subject (and they are nu- 
merous) will enable you, in your spare 
time, to acquire and apply those points 
which are well adapted to your personal- 
ity—your trading or investment character. 
You have required years in which to de- 
velop yourself as a business or profes- 
sional man; don’t expect to become self- 
reliant in a moment in Wall Street. But 
think that way—visualize your objective, 
keep working toward it. “Cut out some 
of this bridge that you play on the train, 
or in the evening, and put in an occasional 
hour on your investment problems; it 
will pay you far better in the long run— 
unless you are a darned good bridge 
player. 

A Fascinating Subject 


Besides the subject is a fascinating one 
as you get into it. Recently I met a pro- 
fessional man who, some years ago, took 
up some of the early volumes of this mag- 
azine, and, by applying himself just as I 
have described above, built a plan of 
operating in the leading stocks that have 
good, wide swings. He watched it work 
on paper for a long time, gradually pol- 
ished off its rough spots, and finally de- 
cided to use actual money. He did so, 
was successful, and is today independent 
of his profession, travels about, keeping 
watch of the market as he goes, and tells 
me he sometimes makes more in six 
months than he could save in ten years 
of his pre-market experiences. 

That man has become self-reliant. He 
has mastered the first Watts principle. 
He trusts his own judgment. He does 
not depend on anyone, but he still tries 
further to perfect his method by observ- 
ing how and why other people are doing 
things. Whenever he sees a point that 
will really benefit him, he tacks it on to 
what he already knows, and thereby in- 
creases his percentage of accuracy. 

That is one of the primary objects and 
purposes of this magazine: so to educate 
subscribers that they can stand on their 
own feet. “But,” say you, “that is not 
very good business for the publishers.” 
Possibly. Still the graduates seem to re- 


tain a strong affection for their alma ma- 
ter, for many of them continue their post- 
graduate courses, besides telling their 
friends about their teacher. 


Another Essential Quality 


Good judgment is another essential qual- 
ity that is indispensable to the speculator. 
There is an absurd notion in the minds of 
the newcomers that good judgment is 
something they are just naturally blessed 
with. That may be so in their own field, 
but-here is a business that upsets all the 
traditions, rules and regulations one nat- 
urally acquires and applies in other pur- 
suits. I once knew a man who was very 
successful as an operator in real estate, 
and had made a fortune from a very 
small start outside his regular business. 
But at trading in stocks he wasn’t there 
at all. You see, he only understood one 
way of dealing—to buy, hold and sell at 
a profit. The section in which he had 
made his money was on the outskirts of 
a big city, and was growing fast enough 
to give him frequent turnovers. The 
trend was always upward in that field. 

The stock market, he found to be a dif- 
ferent proposition. It had a way of go- 
ing up, down, both ways, sideways and 
sometimes crossways. He couldn't get it 
at all, because he was married to that 
one-trend real estate idea. Honestly, he 
could have been more successful in stocks 
if he had never seen dirt. 

That illustrates why some kinds of wis- 
dom are a positive handicap in the finan- 
cial district. But not always. Take a 
man who has been trained as an engineer 
or architect or in any other calling that 
demands close study, accuracy, analysis, 
etc.: such an one is especially well 
equipped to undertake this work, as a side 
line, and eventually to the exclusion of 
everything else. Some of the best articles 
in all the thirty-two volumes of this mag- 
azine have been contributed by men of 
this class. This leads to the opinion that 
the best foundation for anyone who pro- 
poses to make this his life work, and not 
a side line, is an engineering course, for 
then he will understand the mechanics of 
the market, and be able to apply himself 
along scientific lines. 

Good judgment is indispensable to all 

(Please turn to page 762) 
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Building Your Future Income 


Gor the man with his, first five hundred dollars 









































This Is the Law! 


Live Cleanly 
Exercise Regularly 
Eat Wisely 

Sleep Adequately 
Study Methodircally 
Saue Systematically 
Juvest Judiriously 








So — and only so — may you attain Health, 
Wealth and Wisdom, if you have them not, or 
retain them, if you have them now. 


No exceptions can, or will, occur. No half- 
way measures will suffice. No intentions, how- 
ever good, will compensate. None but those 
who obey these dictates may live—happily. 
The rest must fail, in one way or another. 


Inexorable, harsh, unyielding, cruel, perhaps, 
but nevertheless: 


IT IS THE LAW! 
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A Family That Pulls All Together 


For Independence 


Where Even the Children Are Taught 
How to Best Handle Their Funds 


FTER a number of years of obser- 

vation, and many talks with inves- 

tors who were intent on conserving 
their money for their families, I have 
come to the conelusion that too much 
time is spent on acquiring and investing 
funds for the benefit of heirs, and not 
enough time to teaching those heirs to 
use and conserve those funds when they 
get them. Frequently an effort is made 
to tie the funds up in such a way that the 
principal cannot be used. But conditions 
change, and no man can foresee the fu- 
ture, so that injustice is often done. In 
the case of direct male heirs, the crea- 
tion of trust funds often has the effect 
of destroying character or at least ini- 
tiative, and the difficulties sur- 
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as to what to stay out of, at least, were 
well worth following. 

Every month we go over our holdings 
and see how they stand. She follows 
market quotations on certain securities, 
and every few weeks she buys, on paper, 
$25,000 of securities and then we discuss 
her purchase from all angles. These 
paper purchases are confined to bonds of 
the A grade or better and the highest 
grade of seasoned preferred stocks. Her 
judgment has been educated to such a 
point that I do not fear she will ever 
become a subject for the “get rich quick” 
salesman. In all these excursions, as 
well as in our actual investments, diver- 
sity both of location and maturity is fea- 


of shares of stock in his own name and 
some baby bonds of various kinds. Each 
has an allowance, and any savings he 
makes therefrom is doubled by me— 
which helps teach him how money can 
grow. They are frequently sent to the 
bank to make deposits and withdrawals 
for us, and both have savings accounts, 
so they are becoming familiar with money 
matters. 

The interest on small investment being 
so little, the reinvestment problem be- 
comes somewhat difficult. For sums un- 
der $50 the savings bank is used. Over 
$50 the Liberty Bond. In general our 
policy is to own certain securities in com- 
mon, and when the community investment 
becomes large enough, it is di- 
vided up. This entails consider- 





rounding the extension of trusts 





for more than a generation, gives 
no permanent security to the 
family. 

So many times I have seen the 
savings of years dissipated by 
extravagance or unwise invest- 
ment, that I determined that my 
own family should not come to 
want through Idtk of knowledge 
or training. 


Where We Stand 


I work on salary and commis- 
sion. I have a little money, my 
wife has some and my children 
have at present about $1,000 each. 
On both sides of the family there 
are trusts, the income from which 
is now being paid to distant rela- 
tives, but the principal of which 
will eventually return to us. We 
are thus free from the necessity 
of any considerable saving and 
are able to devote two-fifths of 
our budget to the education of 
our children. 


EFFICIENT, JUDICIOUS 
PRISING USE OF SURPLUS FUNDS. 
“Show them how, and then leave it to them!” 
might paraphrase our reader's plan. And a rather 
refreshing angle it is in these days when the tendency 
so generally seems to be to regard all heirs-to-be as 
necessarily unfit to handle funds themselves regard- 


less of persons or preliminary training. 


WHY PUT THE FINAL AUTHORITY IN 


SOMEBODY ELSE’S HANDS? 


There’s a constructive and highly practical thought 
in this article, written by one of our readers. It is 
that the more inspiring and perhaps the more de- 
pendable way to protect the interests of one’s heirs- 
to-be is, not to leave the management and handling 


of your estate to some neutral party or institution, 
but to leave it, part by part, in their own hands 


AFTER FIRST TRAINING THEM IN THE 





AND ENTER- 


able bookkeeping, but that is also 
made an educational feature. We 
shift our investments pretty often, 
and that too is made a subject for 
family discussion, Of course, 
much of it goes over the children’s 
heads, but I find that a good deal 
of it sinks in. 

The eldest boy has developed into 
something of a stamp trader and 
has been making good profits sel- 
ling to his schoolmates at boarding- 
school and buying from a dealer 
at home. I have arranged to 
finance his purchases and he de- 
posits the proceeds of his sales 
in a bank near the school where 
we keep an account and sends me 
the slip. I then pay the dealer 
and credit him with the balance, 
allowing him interest on his profits. 


Regular Family Discussion 


Whenever anything is bought 
for the children, or indeed for 
ourselves, its value is thoroughly 
discussed and the reasons for the 





To meet the possibility of my 
death before the legacies are paid, 
I carry sufficient straight life to provide 
for the family until they are paid, and this 
is reduced from time to time as expecta- 
tion warrants. 

My wife ran her father’s house be- 
fore we were married, and a_house- 
keeper who knows her business has a 
pretty fair foundation for a financial 
education. From the start, I turned over 
to her all my earnings, and the household 
is run on the budget system, planned out 
a year in advance. My ‘wife does all the 
buying, keeps the bank account in her 
name, and generally transacts all the fam- 
ily business. She is consulted with re- 
gard to all investments, and by expe- 
rience I have learned that her “hunches” 
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tured. Ten shares of stock or a $1,000 
bond is the limit of investment in one 
place, and we try to arrange maturities 
so that something will be coming in every 
year or so. . Actually no money is allowed 
to lie idle over twenty-four hours. We 
generally keep a loan going at the bank, 
and all money not needed to pay current 
bills or keep up the necessary bank bal- 
ance, goes into some sort of investment, 
even though it may be needed in three 
months. 

We have two boys, aged twelve and 
fourteen. They too are included in all 
our financial discussions and are encour- 
aged both to make and to save money 
in every way possible. Each has a couple 


selection explained. We try to 
make them appraise everything at its in- 
trinsic worth and spend nothing that does 
not afford service or satisfaction commen- 
surate with its cost. I don’t mean that 
we endeavor to make misers or prigs out 
of them. 

Our budget includes what would appear 
to many a large item for amusement, 5%. 
We all try to work hard when we work 
and play hard when we play, but do neither 
recklessly. 

In short, I have done my best to 
teach the use and conservation of 
money, to inculcate a sense of value 
and an adjustment of expenditure to 
income that I am sure will be of last- 
ing value when I am gone. 


725 





Just What Is an ‘‘Endowment”’ Policy? 


Its Purposes and How It Attains Them 


By FLoreNcEe Provost CLARENDON 








PREMIUM RATE COMPARISONS 
“Premiums on a Limited Payment Life Policy are higher than those on 
the Ordinary Life plan (since the premiums are limited to a definite period 
of years), but they are lower than those required for the Endowment form 
under which the full face amount of the contract is payable to the insured 
at the end of the fixed term of years.” 
Ordinary 


20-Year 
Endowment 


406 
414 
426 


20-Payment 
Life 
$225 
247 
274 
314 




















development from the Ordinary 

Life form designed to meet the 
needs of those who wish to build up for 
their own use a stated fund during a 
definite period. It is a policy of thrift 
and saving. It gives an answer to the 
query so familiar to the Life insurance 
agent “What is there in it for me? The 
face amount of the Endowment is pay- 
able to the insured at the end of the 
period specified in the contract. Should 
the insured die before the Endowment 
matures, the pro- 


1" ENDOWMENT POLICY is a 


the full face amount of the contract is 
payable to the insured at the end of the 
fixed term of years. The premium rate 
comparisons shown in an accompanying 
table illustrate the difference in cost at 
specimen ages, the rates being on a non- 
participating basis, per $10,000 of in- 
surance, 

The cash or surrender values built up 
during twenty years under these three 
forms are outlined in another table here- 
with. 

The young man or young woman just 


There would, however, be an annual divi- 
dend distribution which would decrease 
this cost. The accumulation of the an- 
nual dividends at interest with the com- 
pany would yield an attractive addition 
to the face amount of the Endowment at 
maturity. A similar policy for the same 
amount taken at the same age in a non- 
participating company would necessitate a 
level premium over the twenty-five years 
of about $150 annually, or only $12.50 per 
month to get $5,000. 

The flexibility of the Endowment policy 
is particularly interesting. A youth of 
eighteen may take a 20 Year Endowment 
which will mature when he is thirty-eight 
and yield him a fund at that time which 
may be applied toward building a home 
or capitalizing his business. A 10 Year 
Endowment taken at age 40 will enable 
the insured to view at fifty the materiali- 
zation of some long desired “castle in 
Spain”—as, for example, a trip abroad, a 
tour of the Canadian Rockies, or the more 
circumscribed adventure of a _ small 
chicken farm. 

Teachers in a number of States—and 
particularly in New "York City—are re- 
cipients of liberal pensions at certain re- 

© tirementages. Yet 





few pensions are 





ceeds are imme- 
diately paid to the 
beneficiary. 

The Endowment 
Policy is not, how- 
ever, designed pri- 
marily for the 
protection of de- 
pendents, but is an 
excellent means of 
stimulating the 





End of 10th year 
End of 15th year 
End of 20th year 


SURRENDER VALUE COMPARISONS 


“The cash or surrender values built up during twenty years under these | 
three forms are outlined in the following illustration, showing surrender 
values per $10,000 of insurance at age 35.” 


Ordinary 20-Payment 
Life Life 


$2,210 
3,840 
5,660 





commensurate to 
the annual salary 
the recipient earned 
prior to retire- 
ment. Many teach- 
ers and  profes- 
sional men _ and 
women, therefore, 
find it advantage- 
ous to invest in an 
Endowment Policy 


20-Year 
Endowment 











habit of thrift, 
and is the best 
way to build up a definite fund for a 
specific purpose during a limited period 
of years. 

Premiums on the Endowment forms 
are necessarily higher than those charged 
for the straight Life policies, since the 
company’s liability involves not only the 
payment of the insurance upon death to 
a beneficiary, but the full amount of the 
policy is payable to the insured upon his 
survival of the Endowment term. It is 
necessary, therefore, to charge a much 
higher premium on this form than that 
payable under the straight Life plans, al- 
though on long term Endowment the dif- 
ference in rate is not so appreciable. The 
higher Endowment premium is due in 
great measure to the necessity for a more 
rapid accumulation of the investment por- 
tion of the policy in order that it may 
equal the full face value at the end of 
the Endowment period. 

While the premiums on a Limited Pay- 
ment Life policy are higher than those 
on the Ordinary Life plan (since the pre- 
miums are limited to a definite period of 
years) they are lower than those required 
for the Endowment form under which 
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entering on a business or professional 
career, in receipt of a modest income, may 
with but slight inconvenience pay the pre- 
miums on an Endowment policy which 
will yield later in life a most attractive 
fund. For instance, a 25 Year Endow- 
ment taken at age 21 for $5,000 would 
cost approximately, in a participating 
company, $185 annually. This would 
mean a saving of about $15 a month in 
order to meet the annual premiums. 


while they are still 
in active working vigor and the payment 
of premiums entails just a little self- 
denial. If the maturity date of the En- 
dowment is timed to meet the period when 
a pension becomes available, or when in- 
creasing age has lessened the earning 
power of the insured, the proceeds of the 
matured Endowment are especially wel- 
come as it provides added comfort in the 
Sunset days of Life. 

(Please turn to page 768) 








10-Yr. End. 
$892 $561 
562 
565 
571 
680 











COMPARATIVE ANNUAL PREMIUMS FOR ENDOWMENT POLICIES 


“The investor in this class of insurance may plan the maturity of his 
Endowment in accordance with the amount that he feels he can annually 
lay aside toward building up this fund. Of course, the larger the premium 
he pays, the shorter will be the Endowment period, as shown in the fol- 
lowing comparison between Endowment Policies for $10,000, non-partici- 


15-Yr. End. 


25-Yr. End. 
$229 
302 
308 
320 
339 


30-Yr. End. 
$241 
246 
254 
269 
292 


20-Yr. End. 
$400 
403 
406 
414 
426 
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First Prize: 


$50 


ZTwo Other Prizes: 
$25 Each 


New Prize Contest Promises to Be 
a Great Success! 





NVESTORS, traders, income 


“Tue MaGAzINneE oF WALL 





builders—people who never 

wrote a line for publication 
in their lives before, as well as 
people who make a living from 
writing—all are sharpening up 
their pencils, filling their fountain 
pens or oiling their typewriters 
preparatory to taking part in the 
ig New Prize Contest launched 
by THe Macazine or WALL 
STREET, aml described for the 
first time in our last previous 
ssue, 

From the looks of things, it 
ilready seems certain that this 
will be the most successful con- 
test ever conducted by The Maga- 
zine. Manuscripts of all sorts— 
fiction stories, “topical” stories, 
humorisms, investment analyses, 
biographical sketches, economic 
surveys—anything and everythir.g 
appropriate to the columns of this 
Magazine are now in a state of 
preparation, and it is expected 
that the editors’ mail will be 
flooded with entries long before 
the closing date for the contest— 
SEPTEMBER FIFTEENTH, 
AT TWELVE NOON-—rolls 


around. 


each author. 
written, where possible. 


Manuscripts must be addressed as follows: 


Conditions of the Contest 


1) Articles must not exceed 2,500 words in length. 


2) In subject and style of treatment they must be 
appropriate to the columns of The Magazine of Wall 
Street. 


3) Judges in the Contest shall be the Editors of 
The Magazine of Wall Street. ‘ 


4) Completed manuscripts, to qualify, must be in 
the offices of The 
than twelve noon, Saturday, September 15th, 1923. 

All articles submitted in the contest and 
found available for publication, whether prize 
winners or not, will be paid for. 
contest will not be influenced by the compara- 
tive length or brevity of competing manu- 
scripts, providing the 2,500-word space-limit 
is not exceeded. Names of authors will be pub- 
lished or not according to the preferences of 


Manuscripts should be type- 


PRIZE STORY CONTEST 


THE MAGAZINE OF WALL STREET 


42 Broadway, N. Y. City. 


Street not later 


Judges in the 


Street is dedicated to the work 
of helping to build up a whole 
nation of intelligent investors. Its 
chief aim and object is to make 
the purposes, pitfalls, opportunities 
and methods of the financial ma- 
chinery plain and understandable 
to all. It also publishes such ma- 
terial as seems best calculated to 
encourage people to join the in- 
vestment army.’ 

“To this end, The Magazine 
carries, in every issue, a great 
number of educational articles— 
articles that seek to show investors 
how to make the most enterprising 
use of the mechanism the world 
of finance offers. It also publishes 
a great number of investment sug- 
gestions—most of the suggestions 
applying to individual securities, 
but not a few of them applying to 
classes of securities. The Mag- 
azine also publishes such articles 
of an ‘inspirational’ nature as seem 
suited to its position and the 
qualities of its readers—not mau- 
dlin sentiment or mushy generali- 
ties that cannot be applied in the 
rough contacts of every-day life, 
but encouragement of a practi- 








No one is debarred from the 
Contest who wishes to compete. 
Age makes no difference; neither does 
sex, nationality, race, color, station in life 
‘or previous condition of servitude.” Of 
course, manuscripts will have to be in the 
English language and legible (typewritten, 
preferably) if the Editors are to be able 
to read them; aside from these restric- 
tions, however, the contest is open to all, 
and the Editors expect all to compete. 


Why the Contest Is Held 


Several reasons contributed to our 
decision to hold this new Contest. 
One was the desirability of giving 
readers an opportunity to express 
themselves in these columns. Con- 
tributions in the past to our “Readers’ 
Round Table” have demonstrated that 
those who take THe MaGaziIneE oF WALL 
STREET not only have worth-while things 
to say but know how to express them- 
selves, and it is merely good journalism 
to provide the medium. 

Another reason for holding the Con- 
test is to help the Editors get in closer 
touch with their readers’ points of 
view. THE MaGAzINE oF WALL Street 


has always been a kind of -inter-coopera-- 


tive publication, depending for its suc- 
cess upon the accuracy with which it pre- 
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visions the purposes its readers are 
endeavoring to attain, and helping them, 
so far as lies within its ability, to attain 
those purposes thereafter. By such a 
Contest as this, drawing as it seems cer- 
tain to do a representative contribution 
from a large majority of the readers, a 
most practical and expeditious means is 
provided of establishing more securely the 
editor-reader contact that is so desirable. 

Not by any means a subordinate factor 
in the decision to hold the Contest is the 
hope—and expectancy—of “discovering” 
new writers (“new,” that is, to these 
columns) who, if given a little encourage- 
ment, might help the editors in their effort 
to supply, in each succeeding issue, a lit- 
tle more practical suggestion, a little more 
worth-while instruction, a little more 
humanly interesting discussion than was 
supplied in the issue before. 


How to Write an “Appropriate” 
Article 


In our last issue, the word “appropri- 
ate,” as used in the conditions under which 
the Contest is held, was defined, and illus- 
trated. by example. For those who may 
not have seen what was said, a portion 
may be repeated here: 


cable variety, encouragement that 
can be used. 

“Taking into consideration this 
brief summary of the sort of articles 
deemed ‘appropriate’ by The Maga- 
zine, it follows that readers entering 
the contest should endeavor to write 
what will be instructive, practically 
suggestive, or inspiring in the finan- 
cial field.” 

Follow the: above suggestion, keep 
within the 2,500 word limit, and your 
manuscript will qualify. 


Take These as Guides 


For concrete examples of types of articles 
recently published in these columns which 
would be appropriate to this contest, we 
suggest a re-reading of the following: 

“Why Some ‘Split-Up’ Stocks Are Not 

Cheap,” page 501, July 21st, 1923. 

“The Real Facts About Will-Making,” 

page 531, same issue. 

“If I Were Building—or Buying—a 

Home,” page 534, same issue. 

“How Small Investors May Avoid 
Losses,” page 427, July 7th issue. 
The above titles, be it noted, are cited 
merely as examples of four subjects that 
would have been deemed appropriate in 
this contest if they had not already been 

used in The Magazine. 
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HEN a man sets about to buy, or 
W rita a home of his own, the 

whole problem resolves itself into 
this: To get the best home, on the best 
location, at the best terms. 

We have already discussed at some 
length the matter of property values, and 
how to determine them, and also the mat- 
ter of locations. In our last article, we 
touched, too, upon the matter of terms, 
stressing particularly the hidden dangers 
that often lurk behind “easy term” and 
“just like paying rent” propositions. 

Still on the subject of terms, a subject 
suggests itself for this present article 
which seems to be of general . interest. 
That is, Should the home-buyer, or 
builder, or the present home-owner, for 
that matter, seek to obtain the highest 
available mortgage-loan on his property; 
or should he, instead, endeavor to finance 
the project on the smallest possible mort- 
gage borrowing? In other words, should 
the man with a $10,000-home, who knows 
he can borrow up to $7,000 on first mort- 
gage, go ahead and borrow that $7,000, or 
should he borrow only that part of the 
$7,000 which he actually needs to swing 
the deal? 

The answer, in the minds of most real 
estate people at least, seems to be a direct, 
uncompromising “Yes!” To my way of 
thinking, the answer is “Yes, if—!” In 
other words, where most people seem to 
believe that everyone should borrow all 
he can against his home, simply as a mat- 
ter of accepted policy covering all cases, 
I believe that no one should do so unless 
certain specific conditions exist which 
would make such a 
policy warrantable. 
If these conditions 
do exist, all right. 

There are four 
specific reasons for 
discriminating in 
favor of a larger, 
as compared with a 
smaller, mortgage 
borrowing. 

First, there is the 
indubitable fact that 
the larger a mort- 
gage a given proper- 
ty has, the easier 
that property will 
be to sell. In other 
words, the greater 
the mortgage the 
greater the market- 
ability. 

Psychology ‘ plays 
quite a part in this 
connection. Let us 
suppose that two 


728 


© Ewing Galloway 


Buying — or Building — 


a Home 


5.—How Large a Mortgage 
I Would Carry Upon It 


By Jason THOMAS 








THIS IS THE FIFTH— 


of a series of practical articles to ap- 
pear here, dealing with the problems 
of home-building and home-buying. 
It is believed that, in each article in 
the series, the intending home-owner 
will find a very pointed suggestion or 
warning that will help him “keep out 
of trouble.” 








houses stand side by side in a certain com- 
munity, that they are alike to all outward 
appearances, and known by us to be both 
worth $10,000 apiece. Let us suppose that 
the owner of one of these homes has 
favored a low-mortgage policy, and that 
his borrowing amounts to only $2,500. 
Let us suppose that the owner of the 
other home has favored the high-mort- 
gage policy, and that his borrowing 
amounts to $7,500. Let us suppose, fur- 
thermore, that both homes are “in the 
market.” 

All right: Along comes Mr. Prospect, 
with a weather eye open for an attractive 
home. He reaches the street where the 
two houses stand, looks at them, likes 
them. But he cannot decide which of the 
two would be the best buy. 

Mr. Prospect makes further inquiries. 
And, in due time, he discovers that one 
of the homes sustains a $7,500 mortgage 
while the other carries only $2,500. The 
odds are about 100 to 1 that he will inter- 
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A home, said to have been built for $6,000 


pret the comparative mortgage borrow- 
ings as an index of the comparative values 
of the two homes, and will govern his 
final selection accordingly. 

Where Mr. Prospect’s psychological 
processes do not result in this conclusion 
(perhaps he will know more than to be 
affected by such comnsiderations), a very 
tangible and material reason will often 
sway the balance in favor of the higher- 
mortgaged house. That is, the obviously 
greater attractiveness of a project which 
(where the existing mortgagé can be re- 
tained) requires a smaller cash payment 
from the buyer. 

The second reason for favoring the 
larger mortgage is the fact that it trans- 
forms what would otherwise, and in part, 
be a fixed investment asset into a liquid 
investment asset. Take our two $10,000- 
homes again for example: The man with 
only a $2,500-mortgage obviously has 
$7,500 tied up in the property in the form 
of a fixed, or nearly fixed investment. 
That is, his $7,500 is not immediately 
available for such uses as he might have 
for it, and could be made available only 
after the tedium and delay of mortgage 
re-arrangements. 

The man with the $7,500-mortgage, 
however, is in an exactly opposite case: 
Instead of having $7,500 tied up in a 
fixed property investment, he only has 
$2,500 so tied up. In other words, he has 
$5,000 more FREE CAPITAL instantly 
available (if he doesn’t spend it!) for 
such purposes as may develop. 

The advantages are obvious. 

The third reason for discriminating in 
favor of the higher mortgage is an off- 
shoot of the second reason. In a word, it 
is the greater desirability of having liquid 
funds available for investment in better- 
paying mediums, as contrasted with fixed 
assets tied up in real estate. 

Active business men and enterprising 
investors are particularly impressed by 

this consideration, They know 
that a larger mortgage simply 
means that much 

larger a debt upon 

which they must 

pay 6% a year, 

whereas it also 

means that much 

more free capital 

available for in- 

vestment elsewhere 

upon which 8% or 

10%, or perhaps 

more, can be earned. 

Obviously, so long 

as they find it pos- 

sible to earn more 

from mortgage 
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money than it costs them to carry a mort- 
gage loan, they will not hesitate long in 
cetermining their policy. 

The fourth argument in favor of a 
larger mortgage consists simply in the 
act that, once mortgage money has been 
ytained, you have got it, whereas if one 
uts off obtaining it, factors might arise 
» make the business of securing it 
should that ever become desirable) ex- 
ensive, slow—even impossible. It is not 
ecessary, I think, to enlarge on this point. 


The Other Side of It 


In the foregoing, I have cited the four 
est reasons for discriminating in favor 
f the larger mortgage, as a general prop- 
sition. Now for the “ifs” and “buts”—. 
It would not be my advice to an intend- 
1g, or actual, home-owner to discriminate 
1 favor of the larger mortgage unless 
1) he is equipped, by knowledge, ex- 
erience and character, to handle judici- 
usly the additional funds he would then 


have; and (2) unless he would be able, 
should his “outside” investments fail, to 
sustain the carrying costs of the mort- 
gage without interruption; and (3) unless 
he has enough personal life insurance, or 
other liquid estate, over and above the 
needs of his dependents, to cover the 
amount of the mortgage and protect those 
dependents against its foreclosure in the 
event of his death. 

Only recently, the writer took occasion 
to emphatically oppose the higher mort- 
gage idea in the case of a certain indi- 
vidual who asked his opinion. Said indi- 
vidual had all he could do to carry the 
mortgage with which his home was 
already saddled; he had no large re- 
sources, beyond the home itself; he was 
not in private business, nor was he an ex- 
pert on security investments. Everything 
considered, therefore, the writer held 
that it would be the height of folly for 
this individual to travel the higher-mort- 
gage route. His money, to me, seemed 
better off where it was—in his own home. 
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Points for Income Builders 
Definitions of a Few Often- 


Heard Financial 


COUPON bond 

is one which, 

in re.pect both 

of principal and in- 

terest, is payable to 

its bearer. During 

the life of the bond, 

the interest from it 

= a = is rendered collect- 

ble by small interest-certificates attached 

o it, the number of these certificates cor- 

esponding with the number of interest 

periods to occur before maturity, and 

the interest-rate printed on each cer- 

tificate bearing the proper relationship 

to the interest rate of the bond itself. 

Ownership of such bonds passes with 

their delivery from one party to an- 

‘ther, and also the right to collect on 

the unpaid coupons; thus, they enjoy 

. high degree of negotiability and are 

the chief type of bond used in day to 
lay dealings. 


—__—_ 


Registered Bond 


A coupon bond, as described above, 
s not registered in the books of the 
ssuing company as belonging to any 


‘ertain individual. A registered bond 
s. The holder of a coupon bond, to 
collect either principal or interest, must 
present his bond, or the coupons from 
it, at the proper time and place. The 
holder of a registered bond receives 
principal and interest in the form of 
checks sent him from the company’s 
offices. Ownership of a coupon bond, 
and the right to collect on its cou- 
pons, may pass with the delivery of 
the bond from one person to another. 
Ownership of a registered bond may 
pass only when the form for assign- 
ment and transfer provided for the 
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Terms 


purpose is properly filled out. And, 
when a registered bond is transferred, 
a new bond is issued to take the place 
of the old one, just as in the case of 
transferred stock certificates. 

Holders of coupon bonds with proper 
banking connections can collect inter- 
est payments when due no matter 
where they are located. Holders of 
registered bonds must be careful to 
see that the corporation is correctly 
advised of their permanent where- 
abouts, as interest checks are addressed 
through the mail. 

Obviously, where the coupon bond 
is preferred by active investors, the 
registered bond is preferred by per- 
manent investors. 


Income Bond 


Bonds in general are attractive to 
investors principally because of the 
recognized obligations of the issuing 
corporation to meet interest charges 
regularly. But there is no such obli- 
gation in the case of Income Bonds, 
interest upon which need be paid only 
when there is enough left over for the 

purpose after fixed and 
other prior charges have 
been met. Hence, Income 
ponds might be called 





Coy A 


bonds in name only but in actuality noth- 
ing much better than a preferred stock. 


Gold Bond 


Gold Bonds are bonds which are 
payable, both as to principal and in- 
terest, in gold. This is a specification 
deserving of only passing notice so 
far as securities issued by domestic 
corporations are concerned, but where 
it applies to bonds issued by foreign 
corporations, the demoralized exchange 
situation makes it of distinct value. 


Dollar Bonds and Sterling Bonds 


Like the “gold” bond, dollar and 
sterling bonds are payable in the cur- 
rency or medium specified in the name. 
In other words, they convey not only 
the promise to pay, but a guarantee 
to make payment in the specified me- 
dium. The resultant advantages are 
similar to those in the case of the gold 
bonds. 


Registered as to Principal 


Some coupon bonds are registered 
as to principal. This is to say that, 
so far as interest payments are con- 
cerned, they must be collected through 
presentation of due coupons in the usual 
way. So far as principal is concerned, 
however, such bonds are a direct obliga- 
tion of the company to the registered 
holders, and transfer can be effected only 
by written assignment. 


First Refunding Bond 


Crowell’s Dictionary of Business and 
Finance, an excellent text-book, by the 
way, for income-builders to have on 
hand, says: 

“First Refunding Bond is a term which 
is often used to confuse the investor. It 
does not mean that the bonds are secured 
by a first mortgage on anything, but 
merely that it is the first ‘refunding 
mortgage’ which has been placed on the 
property.” 

Whether the term is actually used 
for the purpose of causing confusion 
may be questioned. However, it can 
do no harm to emphasize what the 
above brings out, i. e., that a first re- 
funding bond is merely the first issue 
to be floated in a refund- 
ing operation and not at 
all a prior lien on the 
property covered. 
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Consolidated Gas (N. Y., 


Brooklyn Union Gas 
United Gas Improvemen: 


People’s Gas Light & Coke 


Will Rates Be Lowered on Gas 
Companies? 


The Increase in Use of Gas for Industrial 
Purposes — Five Companies Analyzed 


Laclede Gas 














HE manufac- 
T tured gas 
utilities of 
the country are not 
only selling the 
greatest volume of 
gas in their history, 
but sales of gas 
burning appliances 
are showing corres- 
sponding increases.” 
This statement was 
recently’ given out 
officially by the 
American Gas As- 
sociation. “The big 
ness is rapidly shift- 
end of the gas busi- 
ing to the industrial field,” the Association 
further stated. “In the last ten years the 
total production of gas has increased one 
hundred per cent while during the same 
period the consumption of gas for in- 
dustrial heating uses has increased one 
thousand per cent. The growth of the in- 
dustrial business has been particularly pro- 
nounced during the last two years when 
coal strikes and transportation difficulties 
have caused thousands of plants and shops 
to change from fuel to gas.” 





A 5 million foot 
holder 


Industrial Expansion of Gas Use 


When electricity first commenced sup- 
planting gas for illumination, considerable 
apprehension existed regarding the future 
of the gas companies and many were of 
the belief that their death knell had rung. 
Their subsequent development and ex- 
pansion along industrial lines has brought 
sales of gas up to a figure hardly dreamed 
of 20 years ago. The future outlook is 
equally encouraging. 

In the larger cities gas has almost en- 
tirely replaced the old coal range for 
cooking purposes and this substitution will 
continue throughout the suburban dis- 
tricts as the populations of various com- 
munities increase sufficiently to warrant 
the expenditure of building gas making 
units or the extension of mains from the 
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nearest sources of supply. Another field 
that the gas companies will, no doubt, be 
able to enter in the not far distant future, 
is the heating of private residences. Ex- 
cept in certain localities where natural gas 
is in abundance the expense of manu- 
factured gas for this purpose is as yet too 
great to replace coal, but it seems highly 
probable that some economical and ade- 
quate type of burner will eventually be 
devised which will permit the conversion 


of an ordinary coal furnace to gas con 
sumption. 

The gas companies need have no caus 
for alarm regarding the volume of thei 
future business and their main problem i 
their ability to operate at a sufficient mar 
gin of profit. The fact that their rate 
are subject to state regulation takes th: 
matter of profit out of the direct contr: 
of the companies themselves. However 
the position of the companies with respect 











Brooklyn 
Union 
Funded debt 
Capital stock— 
Pfd. 


Net tangible assets behi 


Per share of com. stk. 


Net income 
divs. rec'd) after a 
deductions 3,660,63 
Per Sh. of — stk. hae 20.34 
Total sales gas 
1000 cu. ity a m)< 
Number of meters. 


° = 17,960,895 
591,371 
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GAS COMPANY STATISTICS 
Consolidated 
(N. Y.) 
$28,579,000 None (but see text) $27,500,000 


*300,000 shares 
2,922,500 shares 


nd 
common, Dec. 31, 1922. 25,119,918 $229,523,093 (adj’d) 
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to rates is now quite definitely established 
through recent decisions of the United 
States Supreme Court. 


Importance of Court Decisions 


[he unanimous decision rendered by the 
S. Supreme Court on March 6, 1922, 
s more than an adjunction of the con- 
atory character of the old 80-cent gas 

of New York State. It was an 
horitative and controlling adjudication 
nitely establishing the companies’ right 
earn a “fair return on invested capital,” 
withstanding any manner of attack for 
itical or personal propaganda. The 
nion held that the 80-cent statutory 
» was confiscatory and invalid and that 
—“rate of return should be calculated 
* * upon the actual, reasonable in- 
tment in the property devoted to the 
vice of the complainant’s consumers.” 
\ little over a year later (May 24, 
3) a decision in the case of the South- 
tern Bell Telephone Co. 


same time’ disallowing any “service” 
charge and fixing a new gas standard of 
650 B.t.t.’s (British Thermal Units) as 
against 537 B.t.u’s now in effect. The gas 
companies affected immediately took action 
and had no difficulty in obtaining Federal 
Court injunctions restraining public of- 
ficials from forcing these companies to 
carry out the provisions of the new law. 

Special Masters have been appointed to 
hear the companies’ cases and there is no 
question in the minds of competent 
authorities that the law will be invali- 
dated. Even the Courts have taken an 
attitude which would indicate that they 
do not expect the new law to stand, for 
in granting the injunction the Statutory 
Court of the Eastern District of New 
York, consisting of three Judges, ex- 
pressed the unanimous opinion that there 
was enough evidence that the facts at this 
time showed that if the $1 rate and the 
reduced B. T. U. standard were enforced 
the rate would be confiscatory. This de- 


some interesting figures with respect to 
costs of the various materials used in gas 
making, bringing out that prices were 
generally slightly higher on Jan. 1, 1923, 
than on Jan. 1, 1922. These figures, re- 
produced in the accompanying table, cer- 
tainly do not justify any decreased rate 
at this time. 

Through the Supreme Court decisions 
the gas companies of our country have 
had authoritatively established their right 
to earn a fair return on invested capital. 
The term “fair return” has not been 
specifically defined by the Court, but it 
is generally considered to be from 7 to 
8% with a minimum of 6%, after allow- 
ing adequate depreciation and _ replace- 
ment charges. A gas company, therefore, 
which is conservatively capitalized, that 
is, one which can establish a valuation in 
excess of the amount of outstanding bonds 
and stock, is quite definitely assured of 
being able to maintain dividends on its 
common stock. 

Within the two 


past de- 





returned by the Court, 
ch is almost of as great 
ortance to the gas com- 
ies as that setting aside 

80-cent rate. In the 
nion on this case the Court 
pted a rule that in fix- 
rates, rate-making bodies 
st take into consideration 
roduction costs at prevail- 

prices in determining 
ues. In fixing rates for 

Southwestern Bell Tele- 
ne Co. the Public Service 
mmission of Missouri had 
en a property value of $9,- 
,000, as of Sept. 1916, and 
led thereto additions which 
| subsequently been made 
the properties which gave 
003,898 as the base sum 
d in determining the rates. 
mmenting on this valua- 
1 the Supreme Court de- 
res: 

“Obviously, the commission under- 
took to value property without accord- 
ng any weight to the greatly enhanced 
osts of materials, labor, supplies, etc., 
ver those prevailing in 1913, 1914 and 
1916. As a matter of common knowl- 
dge these increases were large. Com- 
etent witnesses estimated them at 45 


o 50%. 


“Witnesses for the company asserted, 
ind there avas no substantial evidence 
to the contrary, that excluding cost of 
stablishing the business, the property 
vas worth at least 25% more than the 
‘ommission’s estimates, and we think 
the proof shows that for the purposes 
»f the present case the valuation should 
be at least $25,000,000.” 


The $1 Gas Bill 


In the face of these important and 
ithoritative decisions of- the Supreme 
ourt a Bill has recently passed the New 
York State Legislature and received the 
gnature of Governor Smith providing 
r a gas rate of $1 per thousand cubic 
et for Greater New York and at the 


or AUGUST 18, 1923 


Coke ovens at the plant of the People’s Gas Co. of Chicago 


cision also stated that the companies’ 
would not be required to deposit excess 
collections above the $1 rate. 

It is possible that this apparent attempt 
on the part of the State to force an in- 
adequate rate upon the companies may 
turn out to be a “boomerang” in their 
favor. In the U. S. Supreme Court de- 
cision of a year ago, it specifically held 
the 80-cent law to have been confiscatory 
during the years 1918, 1919 and 1920. In- 
creased rates did not go into effect until 
August 1, 1920, and it seems quite prob- 
ably that in presenting their cases to the 
Special Masters the companies may at- 
tempt to show, not only that the new $1 
rate is inadequate but that they should be 
entitled to increase existing rates to reim- 
burse them for the loss sustained during 
1918, 1919 and the first half of 1920, in 
which years the U. S. Supreme Court has 
declared the 80-cent rate to have been con- 
fistatory. 


Present Costs 


The annual report of the Consolidated 
Gas Company of N. Y. for 1922 gives 


cades so many of the gas and 
electric companies have con- 
solidated into units 
that there are not many large 
systems now existent that are 
essentially gas companies. 
Most of the large public 
untilities of today are the 
“Gas & Electric” companies, 
but there are several well- 
known systems which still 
confine the bulk of their 
operations to the gas end of 
the business. 


single 


CONSOLI- Consolidated 
DATED GAS Gas Com- 
(N. Y.) pany of N. 

Y. ranks at 
the head of all gas companies. 
Its individual operations are 
confined solely to the gas in- 
dustry, although it owns the 
entire capital stock of the 
New York Edison Company 
and several other subsidiaries supplying 
electricity. The Edison Company is oper- 
ated absolutely independently of the Par- 
ent, and Consolidated’s income from that 
source is derived solely through dividends. 
The various subsidiary companies have 
bonded obligations outstanding to the ex- 
tent of about $135,000,000, but Consoli- 
dated Gas proper has no funded debt of 
any description. 

The new 6% Preferred Stock, which 
has a par value of $50 per share, is a 
very excellent investment for a small 
buyer. The stock was created to be sold 
only to consumers and employees and not 
more than 20 shares may be held by any 
one individual. The stock is essentially 
“consumers’ stock” but the company has 
ruled that it will transfer certificates to 
any resident of any territory served by 
itself or its subsidiaries, and there are, 
no doubt, ways and means of getting 
around these restrictions by any one who 
finds it necessary. 

This preferred stock is authorized and 
outstanding in amount of $15,000,000 
(300,000 shares). It is preferred as to 
and cumulative dividends at the 
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rate of 6% ($3 per share) 
to the common stock. 
After the common has re- 
ceived dividends of $4 per 
share, the preferred par- 
ticipates in earnings at the 
rate of 1% per annum for 
each $1 of additional divi- 
dend above $4 per share 
per annum paid on the 
common stock, As _ the 
company is now paying at 
the rate of $5 per share 
on the common stock, the 
preferred is receiving 7%, 


Fire brick, 
Checkerbri 
Lumber, 








Anthracite, per ton 
Bituminous coal (domestic), per ton.. 
Bituminous coal (foreign), per ton.... 
Gas oil, 1915, per gallon 
Wrought iron pipe, per ton 
Steel pipe, per ton 
Wood shavings, per bale 
Malleable iron fittings, per ton 
Cast iron pipe, 
ad wen ta 
ireclay s' oan, per to 


ck, 


Red building brick, per M Pcs 


COSTS OF COMMODITIES USED IN GAS MAKING 


Pre-War 
Prices 
$4.67 
3.30 


Prices 
Jan. 1, °22 
$10.73 
7.61 
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about 108 the stock gives 
a return of nearly 74%, 
which is very attractive 


Prices | for this class of stock. 


Jan. 1, ’23 


LACLEDE Laclede Gas 
GAS Company 

controls the 
entire gas business of St. 
Louis, serving a popula- 
tion of 850,000 -and in ad- 
dition does a small electric 
business which amounts 
to about 10% of its gros 
receipts. The company’ 

















or $3.50 per share per an- 
num. Based on the present 
market price of about 60 for the common, 
the indicated equity behind the preferred 
is $179,750,000 or about $600 per share 
of $50 par. For the year 1922, net earn- 
ings after all charges, were equivalent to 
over 14 times the regular 6% preferred 
dividend. This stock is not listed on the 
Exchange but enjoys a good market over 
the counter where it is quoted about 
51@52, yielding close to 7%. The issue 
is a very high-grade and conservative 
investment offering profit possibilities 
through the participating feature. 

Consolidated Gas Company common 
stock was analyzed in the last (August 
4th—page 672) issue of THe MAGAZINE 
or Watt Street. To the facts given 
therein the writer wishes only to add the 
following extract from the annual report 
of the company: 

“It is estimated that the reproduction 
of these properties (including all sub- 
sidiaries) would involve the expendi- 
ture of at least $750,000,000, upon which 
amount the 1922 net earnings yielded a 
return of but 4.2 per cent. If this basis 
were taken for rate purposes, as many 
Courts have held should be done, the 
investment per share of no-par value 
common stock would amount to ap- 
proximately $198.88, seven per cent on 
which would be equal to $13.92 per 
share.” 


a 
ee ee 
—- —— 





BROOKLYN This company supplies 
UNION GAS gas to practically all 
Brooklyn and a large 
section of Queens. It is almost solely a 
gas company, having only one subsidiary 
which supplies electricity in one Ward, 
the 29th, of the City. The company has 
been under the most conservative type of 
management since organization in 1895. 
From shortly after organization until 
1919, no increases whatever took place in 
capitalization, the entire growth and de- 
velopment of the company having been 
financed directly out of earnings. Since 
1919 about $13,500,000 in Refunding 
Mortgage Bonds and Debentures have 
been issued. The company’s balance sheet 
does not reflect the very large equities 
which are actually behind this stock for 
the reason that the company has set aside 
an item of $13,921,134 as reserve for “re- 
newals, contingencies, etc.,” which might 
properly be included in Surplus. If this 
were done, a book value of the capital 
stock would be indicated of $217 per share 
instead of $139 as given in our table. 
Earnings for 1922 amounted to over $20 
per share and after the new statutory $1 
gas law has been disposed of, stock- 
holders of this company may look for- 
ward to a higher dividend or possibly a 
“mellon cutting” in the form of a sub- 
stantial stock dividend. At its price of 


5% cumulative Preferre 
Stock is well secured an 
its dividend undoubtedly very safe. Th« 
market for this stock, however, is in St 
Louis and its present price of about 73 
yields about 6.85%. 


The Common Stock 


The common stock earned about $9 pe: 
share last year. During 1922 it enjoye 
a very large market appreciation sellin; 
from a low of 43 in January to a hig! 
of 94% in August. The rise was oc 
casioned by the resumption of dividends 
on Sept. 15, 1922, with a quarterly dis- 
bursement of $1.75 per share and on De 
cember 15th payment of $3.50 per shar: 
was made. During 1923 regular quar- 
terly dividends have been paid at the rate 
of $7 per annum and on July 5th an extr: 
payment of $3.50 was made. Comment 
ing on this extra disbursement, President 
C. L. Holman was quoted as saying that 
operations of the company, in the opinioi 
of directors, made possible the declaratio: 
of the extra dividend which afforded 
stockholders a partial recoupment for the 
period when dividends were discontinued 

From the high price of 94% last yea 
the stock has “eased off” to its present 
level of about 78. Indications are that 
higher prices should be looked for in 
a stronger general market. 

(Please turn to page 754) 
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Airplane view of the Astoria Light, Heat and Power Co., a subsidiary of the Consolidated Gas Co. of New York 
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Pittsburg Coal Co. 








Can a Big Coal Company Make Money? 


Maintaining Profits on Reduced Production— 
The Changed Outlook for Coal Producers 


HE coal-mining industry of the 

United States today presents some 

paradoxes to be found in no other 
branch of business. It seems to be true 
of this industry, for instance, that the 
smaller the volume of output, the larger 
the ratio of profit; the high-cost producer 
is able to displace the low-cost producer 
in the market, and higher prices appear 
to stimulate consumption rather than de- 
crease it. 

The war turned the industry topsy- 
turvy. Not only did it strengthen the 
hands of mining labor as against the com- 
pany, but the high prices and the demand 
for coal during the war, irrespective of 
price, brought a large number of mush- 
room high-cost producers into the indus- 
try. Because of the peculiar conditions 
then prevailing, these producers set the 
market pace for coal prices, and continued 
to do so after the war. The older com- 
panies were tied by union contracts which 
prevented them from following the labor 
market downward, and, in addition, saw 
no reason to dig into their reserves of 
high-grade coal, easy and cheap to mine, 
more than was necessary as long as 
the high-cost mines were running the 
market. 

As a result, their production counted 
for less and less, in comparison with the 
output of higher-cost mines, while strikes 
in 1920 and 1922 complicated the situation 
still further and tended to cut down out- 
put. During all this time, of course, coal 
prices kept mounting and mounting, with 
an occasional setback from an impossible 
price to an excessive one. As things stand 
now, the market is overrun with produc- 
ers, and the holding-back attitude of the 
larger, well-established and low-cost pro- 
ducers, such as Pittsburg Coal, will net 
them large profits eventually when the 
small fry have played out their holdings 
and are compelled to charge higher prices 
than the market can stand. 

Pittsburg Coal operates a large num- 
ber of enterprises connected more or less 
directly with the production and distribu- 
tion of soft coal. It is engaged in the 
stevedoring business, operates two small 
railroads, owns a group of coal docks, 
manufactures fire clay, and sells coal in 
Canada and the United States. Its coal 
lands are nearly all in the Pittsburg dis- 
trict, where it has 154,354 out of the 165,- 
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000 acres of unmined but developed coal 
which it holds in fee or under lease. 

Its customers are for the most part 
railroads and steel companies. In normal 
times the U. S. Steel Corporation was 
said to take two-thirds of the company’s 
output under an arrangement believed to 
be more favorable to the buyer than to 
the seller. 

As to the earning ability of the com- 
pany, an examination of the attached fig- 
ures shows the following interesting re- 
sult. From 1913 to 1916, that is, before 
the company had had any of the benefits 
of the war except indirectly through a 
greater consumption of coal by the mu- 
nitions industries, the company pro- 
duced an average of 20 million tons of 
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coal annually at an average profit of 11 
cents a ton. From 1919 to 1922, through 
all the variations of prosperity which have 
come after the war, it produced an aver- 
age of less than 10% million tons a year, 
about half the output of the earlier pe- 
riod, at an average profit of 57 cents a 
ton, or five times that of 1913-1916. 
During this period it met difficulties 
which in a normal line of business would 
have meant serious embarrassment or 
ruin. In 1920, it suffered from lack of 
railroad cars to transport its coal the be- 
ginning of the year, and from lack of 
orders from its customers at the end of 
the year. In 1921, production had to be 
cut 32% below that of the previous year 
because of inability to cut wages to meet 
the cuts of the non-union fields, which 


were selling coal at less than the cost of 
production at Pittsburg’s mines. In 1922, 
production was interfered with heavily by 
a four months’ strikc. 

As a result of these disasters and ca- 
lamities, the company earned an average 
of $7.33 a share from 1919 to 1922, com- 
pared with an average of $1.63 a share 
from 1913 to 1916. When we say, there- 
fore, that production has been running un- 
interruptedly downhill for the past seven 
consecutive years, we by no means ex- 
press an unfavorable judgment on the 
company; rather the contrary, in point 
of fact, the coal industry being what 
it is, 

It is evident that the financial position 
of a company operating under these cir- 
cumstances should be brilliant, and that 
this is the case is indicated by the bal- 
ance sheet of December 31, 1922. Cur- 
rent assets amounted to 24.9 millions 
against 4 millions of current liabilities, the 
latter consisting for the most part of 
accounts and dividends payable. Among 
the current assets were 8.6 millions in 
cash, 3.7 millions of Government securi- 
ties, and 9.6 millions of receivables, the 
remaining 3.2 millions consisting of inven- 
tory items. 

The capitalization consists of 14 mil- 
lions of bonds, 35 millions of 6% pre- 
ferred, and 32.2 millions of common, both 
the latter having a par value of $100. The 
preferred has some interesting features 
which add greatly to its attractiveness. 
For instance, arrears of dividend must be 
repaid at 5% interest; it shares equally 
with the common in payments beyond 6% 
on the latter, is redeemable at 110, and 
has a right to pass on hypothecation of 
more than 50% of the property. 

It is now selling at about par, which 
would seem to discount these advantages 
to a great extent, but for long-pull hold- 
ers it is an issue to be picked up on reac- 
tions through an order placed well under 
the present market. 

The common at around 60, and pay- 
ing $4 annually, is an attractive spec- 
ulation for those who are willing to 
hold a stock several years to get the 
maximum benefit out of it. For others, 
its yield of 6.7% and the unlikeliness 
of an immediate sharp upturn in the 
price of the stock would of course be 
deterring factors. 
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How Will the World's Growing 
Demand for Copper Be Met? 


Will the United States Continue Indefinitely to Be the 
Largest Producer as Well as the Largest Consumer of the 
Red Metal?—What Far-Sighted Copper Producers are Doing 








(A)How THE UNITED STATES 
CONSUMED COPPER 
IN 1921 


“Giving an excellent idea of the rela- 
tive importance of the various uses for 
copper in this country.” 

A tc 
Consumed tion in 


(Millions Per cent 
of Pounds) of Total 


250 31.7 
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OMEWHAT more than two years 
ago the copper industry was facing 
dark times. The post-war boom had 
been succeeded by the post-war depres- 
sion of 1920-21. From the high price of 
37c. a pound for electrolytic, established 
in 1917, the metal had declined to below 
13c. a pound, making the absolute low of 
11.76c. a pound in August, 1921. This was 
only a little more than %4c. a pound above 
the lowest price in two decades. The 
enormously stimulated war production of 
copper had come home to roost. At the 
beginning of 1921, it was estimated that 
war metal, brass, scrap, etc., amounted to 
800 million pounds, and that stocks aggre- 
gated 750 million pounds. This grand 
total of one billion 550 million pounds 
was only about 100 million less than 
twelve months record consumption in the 
United States. It was a time for dras- 
tic action and drastic action was taken. 
The leading copper producers pooled 
their surplus stocks, forming the Copper 
Producers’ Export Association. Bonds 
were issued against the metal in storage 
thus solving the inventory problem. In 
this way it was possible to effect an or- 
derly liquidation of stocks without the 
collapse that would have followed if the 
metal had been pressed upon the market. 
But further steps were necessary to pro- 
vide a remedy instead of merely a pal- 
liative. Copper producers might have 
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filled the public prints with wailings about 
the “poor miner,” demanded decreased 
freight rates or some sort of Governmen- 
tal support, but they did nothing of the 
kind. There was overproduction of cop- 
per, and the direct answer was less pro- 
duction. 

Consequently the leading producers cut 
their production in half beginning April 
1, 1921, and continuing until April 1, 1922. 
By then the copper ship had righted her- 
self and once more was on even keel. At 
the end of 1921 the 800 million pounds 
of war copper had either been sold or con- 
tracted for and the 750 million pounds of 
domestic stocks had been reduced 462 mil- 
lion pounds. The operation was painful 
to copper laborer and copper stockholder, 
but it was necessary and efficacious. 

While the immediate copper outlook is 
not one calling for any great degree of 
exuberance, the position of the industry 
is sound, and copper men regard the fu- 
ture with a degree of confidence which is 
notably lacking in the oil business. 

It will be recalled that during the met- 
al’s decline in 1920-21, the cry was raised 
that copper at 14c. a pound was below 
cost of production. Doubtless it was at 
that time. A reliable estimate gives the 
average cost of copper per pound for 
twenty-two leading producers at 14.3c. for 
1921. Calumet & Hecla copper cost nearly 
20c. a pound to produce while Anaconda’s 
costs were placed at 17c. Exactly one half 
of the total 22 companies showed costs 
in excess of 14c. a pound, yet before the 
war a 14c. selling price for the metal was 
regarded as satisfactory. Necessity is 
the mother of low costs as well as in- 
vention. The leading copper com- 
panies have now succeeded in reducing 
their costs to a point where they can 
show a profit on a 14c. metal market. 
Those companies which have not been 
able to make the grade in the cost reduc- 
tions have stopped producing. 

The present status of the copper sit- 
uation, then, is that the unwieldy stocks 
have been reduced to normal and costs 
of producing copper have been cut, so 
that it is possible to show a profit on 
present prices. Consumption appears to 
be keeping pace with out-turn. Refined 
copper on hand at the beginning of the 
year in the United States was 216 mil- 
lion pounds while reliable estimates of 
metal on hand as of July 1, last, range 
from 200 million to 220 million pounds. 
Deliveries of copper into domestic con- 
sumption during the first half of the year 
averaged about 125 million pounds a 
month. Table A, showing the industries 


which accounted for domestic consump- 
tion in 1921, gives an excellent idea of 
the variety and relative importance of the 
various uses of copper in this country. 

The second half of 1923 is expected to 
show some falling off in domestic demand 
owing to the general slackening in busi- 
ness activity, but the year, as a whole, 
should be satisfactory. Large profits for 
the copper producers are not in the 
picture, but the improvement over the 
two preceding years will be substan- 
tial. 

The time to buy the copper stocks is 
when the metal is low. Readers have 
seen this statement many times before in 
these columns, but it is a financial axiom 
which will bear repeating. Provided, of 
course, the long-pull outlook is satisfac- 
tory. Just as the present slump in the oil 
industry will provide many an oil invest- 
ment opportunity, so the low price of cop- 
per provides opportunities in the copper 
stocks for discerning and patient inves- 
tors. What of the future for copper? 

In the first place it should be remem- 
bered that copper is a basic metal. There 
are no substitutes which can be produced 
on an equal cost basis. Secondly, we are 
in the midst, or rather at the beginning of 
an Electrical Age. The electrical goods 
manufacturer (see Table A) is by far the 
largest consumer of copper. Not only are 
the old demands increasing but new out- 
iets for the metal are discovered each 
year. The automobile demand for copper, 
now fifth in amount, is a growth of re- 
cent years, and the demand from radio 
manufacturers undoubtedly runs _ into 








B) PRESENT 
ANNUAL OUTPUT CAPACITY 
OF 
LEADING PORPHYRIES 


“Today these companies have a rated 
annual output capacity of approximately 
824 million pounds, but their average 
life, based on their known ore bodies, is 
only twenty-one years.” 

Annual 

Output Prospec- 
Capacity tive 
(Millions Life 
of Pounds) (Years) 


28.8 


Company 


Utah Copper 

Nevada Consolidated...... 
Ray Consolidated 

Miami Consolidated 

New Cornelia 

Chino Copper 

Inspiration Consolidated.. . 
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many millions of pounds. It 
is figured that nearly a bil- MILLIONS 
lion pounds of the red metal OF 
has gone into transmission 
lines in the United States. 
Demand from this quarter 
for the current year is esti- 
mated at from 125 million to 
200 million pounds. Require- 
ments for the next five years 
are figured at from 900 mil- 
lion to 1,500 million pounds. 
Of the 24 million homes in 
this country only approxi- 0 
mately one-third are electri- 
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their average life, based on 
their known ore bodies, is 
twenty-one years. 
Production begets con- 
sumption. Far from flooding 
the copper market the por- 
phyries undoubtedly prevent- 
ed a scarcity of copper in 
this country which would 
have meant a much higher 
price for the metal than ob- 
tained during the last decade. 
Table C shows all the prin- 
cipal copper which has come 
w from “new” sources during 











fied. Capital invested in elec- 





tric light and power plants 
on January 1, 1914, totaled 
$2,760 million, and $4,050 
million on January 1, 1921. 

The continued and _ con- 
siderable growth in the demand for cop- 
per, then, is about as certain as anything 
can be in this world of uncertainties. 

Taking a long-range view of the cop- 
per situation the point arises not so much 
as to whether future demand will take 
care of output as where the copper will 
come from to take care of the demands 
of the future. The same thing is true 
of the oil industry. The relative impor- 
tance of copper-producing countries in re- 
lation to the world’s present production 
of red metal is shown in the following 
tabulation : 


United States 

South America 

Japan 

Mexico 

Canada 

Cuba 

Europe— 
Germany 
Spain 

South Africa 

Australasia 


Generally speaking, the world’s con- 
consumption of copper doubles in a little 
more than ten years (see graph here- 
with). At this rate of increase will the 
United States continue to occupy indefi- 
nitely its position as largest producer as 
well as largest consumer of copper? The 


“Generally speaking, the world’s consumption of copper 
doubles in a little more than ten years. At this rate of in- 
crease, will the United States continue to occupy indefinitely 
its position as the largest producer as well as the largest 
consumer of copper?” 


answer is in the negative. Unless, and 
there is always an “unless,” some hereto- 
fore unsupected, new ore bodies are un- 
covered. That, however, is not regarded 
as very likely. Geologists are agreed that 
all the great bodies of copper-bearing ore 
in this country have been located. 

In this connection it is of interest to 
note that there has been no great cop- 
per “discovery” in this country in the 
last quarter of a century. The great in- 
crease in copper production in the United 
States has come from the expansion of 
existing copper mines and the working of 
known ore bodies which the advance in 
metallurgical science made possible to 
mine commercially. All the so-called “por- 
phyry” mines were known of for years 
before D. C. Jackling evolved a method 
to work them on a large-tonnage basis. 

Most of our readers will recall the 
doubts and fears that were expressed 
when the porphyry coppers began their 
spectacular careers. The “old-line” pro- 
ducers were apprehensive lest the market 
be deluged with cheap metal. No such 
thing happened, however. Utah Copper, 
the first and largest porphyry producer, 
was incorporated in 1904, at about the 
same time or a little before Nevada Con- 
solidated came into existence. Then fol- 
lowed in 1907, Ray Consolidated and Mi- 
ami, Chino and New Cornelia in 1909 and 
Inspiration in 1911. Today these com- 
panies have a rated annual output capacity 
of approximately 824 million pounds, but 


the last eleven years. Chile 
Copper is included for, while 
the property is in South 
America, it is American 
owned and the metal is sold 
from this country. It will be 
noted that of the fourteen companies only 
two, Inspiration and Chile, are first- 
magnitude producers, while only five pro- 
duced more than 24 million pounds last 
year. Six more produced nothing at all, 
while the remaining three produced a 
total of but 13 million pounds. 

What does all this mean? It means 
the United States must look to its pres- 
ent mines for increases in domestic 
production. There are many copper 
mines which could start up and run for a 
while on a 20c. metal market, but their 
span is always brief. It also means that, 
if this country is to continue to produce 
or control the world’s copper production 
in the future as in the past, it must look 
beyond its own borders. While the pro- 
duction of the porphyries is capable of 
considerable expansion, such expansion 
means a more speedy amortization. That 
the “cream” is off the “old-line” produc- 
ers such as Calumet & Hecla, Anaconda, 
etc., is unquestioned. They still have 
many years of life and further metallur- 
gical progress will enable them to con- 
tinue as important producers for a long 
time to come, but their greatest days are 
in the past. The world need not be con- 
cerned over the prospects of a copper 
famine. There are undoubtedly vast cop- 
per ore-bodies in Alaska, South America 
and South Africa. Far-sighted copper 
men, like the big oil producers, are insur- 
ing against the great demand for copper 
which the future is sure to bring. 
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NEW COPPER PRODUCTION SINCE 1911 


“This table shows all the principal copper which has come from ‘new’ sources in the last eleven years. 


It will be 


noted that of the fourteen companies, only two, Inspiration and Chile, are first magnitude producers, while only five pro- 
duced more than 24 million pounds last year.” 
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Sinclair Oil Corporation 





When Will Sinclair Stock 
a Good Oil Investment? 


Effect of Capital Increases—The Famous “Mam- 
moth” Enterprise—Is Sinclair’s Dividend Safe? 


HE present status of the oil indus- 

try would indicate that many of the 

companies operating in this industry 
will have to revise their estimates made 
earlier in the year as to their possible 
earnings for 1923. The almost overnight 
change, from the highest optimism in the 
early months of this year to the present 
pessimistic attitude, appears to be well 
warranted. The stock market has taken 
cognizance of this, and the prices of oil 
stocks have been marked down drastically. 

Sinclair at about 22 is now quoted 
about ten points under its recent high. It 
is still seven points above the low reached 
in 1921, so that over half of its gain from 
1921 to March of this year has been wiped 
out. 

Since its organization in 1919, Sinclair 
has been building up a complete organiza- 
tion embracing the production, refining 
and marketing of crude. The domestic 
production of Sinclair is now running 
some thirty thousand barrels daily, most 
of which is located in the Mid-Continent 
field. Their holdings in this territory 
embrace some of the best properties in 
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Sinclair Con. Oil & Gas Co 

Sinclair Oil Co. of Lousiana, Inc 
Sinclair Refining Co. of Lousiana 
Union Petroleum Co. 

Sinclair Oil & Gas Co 

Bence Metminw Ce. ..ccccccccccccecs 
Sinclair Coal Co. 

War Pipe Line Co 

Sinclair Bldg. Co. 

Sinclair Gulf Refining Co 

Sinclair Gulf Oil C 

Sinclair Gulf Pipe Line Co 

Sinclair Cuba Oil Co. 

Mexican Sinclair Petroleum Corp 
Sinclair Navigation Co. 

American Storage Co. of N. J 
*Freeport & Tampico Fuel Oil Corp... 
tSinclair Cent. Amer. Oil Corp 








COMPANIES OWNED AND CONTROLLED BY SINCLAIR 


* Owns all ($4,000,000) of the capital stock of the Freeport and Mexican Fuel Oil 
Corp., also all of the issued ($50,000) capital stock of Freeport & Tampico Fuel Oi 
Trans. Corp.—t Owns all ($2,000,000) the capital stock of Costa Rica Oil Corp., also all 
($5,000,000) of the capital stock of Sinclair Panama Oil Corp. 

In addition to other minor companies, Sinclair also owns 50% interest in Sinclair 
Pipe Line Co., 24% interest in Mexican Seaboard Oil Co., 50% interest in Sinclair Crude 
Oil Purchasing Co., and §0% interest and 99.8% — stock of Companhia de Pe- 
troleo de Angola. Also 500,500 class “A” and 150 


Owned by 

Capitalization Sinc. Cons. 
Auth. Issued Oil Corp. 
hrs. Shrs. 


780,865 


class “B’’ shares Mammoth Oil Co. 














Mid-Continent, especially in the Garber _ 


and Burbank district. They also have 
some production in Mexico, chiefly in the 











Loading rack at Sinclair East Chicago Refinery. Pressure stills in the 





background 
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Panuco district, and this crude is market- 
ed as fuel in Cuba and adjacent territory. 
Sinclair is interested in Teapot Dome in 
Wyoming through the exchange of stock 
of that company with the Mammoth Oil 
Co. Development to date, however, in 
that territory indicate that this famous 
structure will not prove up to expecta- 
tions, and it is a question as to whether it 
will even pay back the development cost, 
much less make a profit. Sufficient wells 
have been drilled in Teapot to test the 
field, and apparently the crude-oil recov- 
ery of this tract will fall far below the 
rosy reports put out at the time of its 
acquisition from the Government. 

Sinclair is operating six refineries lo- 
cated at Kansas City, Coffeyville, Mus- 
kogee, Houston, East Chicago and Wells- 
ville, Pa. A new refinery is under con- 
struction at Marcus Hook, and it should 
be in operation at a very early date. The 
refineries are capable of manufacturing 
all the different petroleum products and 
are considered modern and efficient. 

Up to the past year or so, Sinclair has 
marketed their products on a wholesale 
basis rather than through direct sales to 
the consumer in Filling Stations. They 
have gone in very strongly for service 
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ations and have developed quite an ex- 
tensive market program along this line. 
t is understood that much more success- 
il results have been obtained in market- 
g their products in this manner than 
rough those formerly employed. 
Sinclair also owns a 50% interest with 
ie Standard Oil Company of Indiana in 
ie Sinclair Crude Oil Purchasing Co., 
id in the Sinclair Pipe Line Company. 
Vhen all the contemplated construction 
completed for this organization, it will 
possible to pump crude oil from 
Vyoming or the Mid-Continent to both 
ie Gulf Coast at Houston and to Chi- 
igo. The pipe lines are of large capacity 
nd should show good earnings on the 
ivestment as it will be possible to operate 
hem at capacity in taking care of the 
quirements of the Standard of Indiana 
id Sinclair. 
The balance sheet for 1922 shows a 
rofit after depreciation, etc., of nearly 
fteen million dollars. This is about $3.25 
rt share on the 4,491,892 shares of no 
ir common stock outstanding. The 
perations for this year resulted in quite 
1 improvement over 1921, when a deficit 
almost seven million dollars was re- 
orted. In addition to the common stock, 


there is outstanding 200,000 shares of 8% 
cumulative preferred stock. Dividends 
have been paid at the required rate on 
the preferred and at the rate of $2.00 per 
year on the common. There is also out- 
standing a funded debt of $79,855,073.00, 
of which $4,855,073 is for equipment notes 
and purchase money obligations and fifty 
millions in seven per cent bonds, due in 
1937, and twenty-five million in six and 
one-half per cent bonds, due in 1938. 
There is also a funded debt of thirty- 
seven and one-half millions, which is Sin- 
clair’s proportion of the outstanding obli- 
gations of subsidiary companies. Since its 
organization in 1919, Sinclair has raised, 
either through direct issues or through 
the sale of assets some two hundred and 
eleven million dollars. 

The gross earnings of Sinclair have in- 
creased almost 100% from 1919 to 1923, 
but at the same time the expenses have 
increased in a like proportion, so the net 
increase is only about thirty-three per 
cent, and, as the amount of common stock 
has been increased from time to time, the 
earnings per share outstanding has only 
increased sixty-eight cents per share. 

It may be possible that the results from 
the increased investments have not as yet 
been reflected in the net earnings, or that 
Sinclair’s competitors have made compe- 
tition so keen that not much profit can be 
made from the new investment. The oil 
industry has gone through one readjust- 
ment period since the organization of Sin- 
clair, and, apparently, is on the eve of 
another. 

After the industry goes through thir 
readjustment and conditions become nor- 
mal, Sinclair should be in a position to 
receive the greatest profits from the in- 
vestments and may be able to show much 
larger returns per share of common stock. 

As it may be considerable time be- 
fore conditions again become stable, 
it is fairly clear that there are other 
companies operating in the oil indus- 
try whose stock presents a more cer- 
tain return on the present price than 
Sinclair does at this time. 





The Oil Outlook as Seen by an Insider 


Present Day Conditions and 
Prospects — A Field View 


By CHARLES 


officials on July 3lst, at Kansas 

City, to discuss conditions in the in- 
ustry, the situation was gone over and 
hreshed out and a statement given for 
ublication as follows: 

“The present stagnation in the oil in- 
lustry is only passing and higher prices 
nay be expected early in 1924. The cur- 
ent temporary overproduction will be de- 
reased by next Spring, at which time 
here will be insufficient gasoline to meet 
he domestic demand.” In _ connection 
vith the above statement, most of those 
it the meeting were opposed to price cuts 
t this time, saying it would be ruinous 
o the industry. It was also unanimously 
igreed that the shut-down of a number 
1 Mid-Continent refineries planned in 
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\ T a meeting of Mid-Continent oil 
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Chicago recently for the month of August 
should prove beneficial to the situation. 
A number of those present believed that 
the 30-day close down could be followed 
by a 50% resumption in September, and 
thus gradually return to normal opera- 
tions. 
SITUATION Anxious to find out 
how much there was 
of “bunk” and how much of actual fact 
in the above statement, I showed it to a 
Standard Oil man thoroughly conversant 
with the situation. To my surprise, he 
said that the conditions as outlined were 
substantially correct, and that while the 
next four or five months are likely to be 
critical ones for the industry and the 
smaller companies, the situation seems 


already near the turn, and is likely to im- 
prove very rapidly when once this has 
been reached. While dissenting from the 
benefits expected from the 30-day shut 
down, he pointed out that no artificial 
means will do much for, or are necessary 
to make the petroleum business healthy. 


OIL TRADE 
NEVER STABLE 


In dilating on this 
phase of the ques- 
tion I learned that 
the oil trade works in cycles and is never 
stable for any length of time. Thus 1921 
witnessed low prices and falling produc- 
tion, but as output fell off, demand stif- 
fened with the beginning of 1922, and the 
necessity for more oil became apparent. 
This caused a rise in quotations and a 
rush to drill new wells the country over. 
After advancing somewhat further, prices 
hold for a time at high levels, and then 
are gradually forced down as production 
mounts, by the surplus of oil coming on 
the market from new completions, which 
are almost daily announced. 

This causes an attempt to restrict out- 
put, but with some wells just starting, 
offsets to each must of course be drilled, 
so that anywhere from 3 to 6 months 
must elapse from first attempts before 
production is finally halted and gotten 
under control. This is accomplished by 
the little driller at last realizing there is 
no demand for his product. With no 
place to store, there is no alternative but 
to cease operations. By the end of say 
6 months in this cycle, quotations have 
stopped declining, and almost before it 
is realized there is more demand for oil 
than can be supplied. This becomes more 
acute as requirements increase and often 
turns into an actual shortage. 

The same slow process for increasing 
output must then be gone through as was 
necessary for its reduction, and once more 
prices mount upwards, reaching approxi- 
mately their highest point shortly after 
the first announcement of a gain in total 
production. Everybody by this time has 
jumped to drill, the prospect of added de- 
mand and higher prices being too much to 
resist. Then the whole cycle is gone over 
again and again, and the petroleum in- 
dustry is thus never settled. 


REDUCTION 
AT LAST IN 
CALIFORNIA 
PRODUCTION 


In this connection out- 
put of Southern Cali-. 
fornia fields in the 
week ended Aug. 4th, 
just reported, at last 
shows a falling off after increasing for 
many months. This may prove to be the 
turn in the situation. Daily output in the 
three principal fields in barrels for the 
week compares as follows: 
Field Aug. 4th 
Sante Fé Springs 330,000 


Long Beac 212,000 
Huntington Beach....... 102,000 


Wi cecccccoenssescs 644,000 


July 28th 
820,000 
208,000 
118,000 


652,000 


Inasmuch as the California overproduc- 
tion has proved the chief source of diffi- 
culty in the oil industry during the past 
few months, it is obvious that the latest 
tendency toward limiting production is 
bound to have beneficial results though, 
naturally, it will still take some months 
before a really healthy stage is generally 
reached. 
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Will Europe Pay Her Debts to the U.S.? 


Secretary Mellon’s Trip—Results of Investigation Abroad 


HE unexpected 
T news of Presi- 
dent Harding's 
death brings Secre- 
©) tary Mellon of the 
Treasury Department 
hastening back to the United States from 
an overseas journey which undoubtedly 
has had an important relationship to pend- 
ing financial problems now at issue be- 
tween the United States and foreign 
countries. The conveniently elusive ex- 
pressions of official announcement indi- 
cated, at the time of his departure, that 
the trip had nothing to do with anything 
of importance, being simply a vacation 
journey. Since then, reports from foreign 
countries have suggested the character of 
conferences that were taking place, and 
have emphasized the belief that the 
voyage had its own importance in connec- 
tion with the subject that has occupied a 
leading place in Treasury discussion ever 
since the new Administration came into 
office ;—that of debt funding. 


Work Already Done 


Let us note the character and scope of 
the work that has already been done on 
this subject. The Debt Funding Commis- 
sion, of which Secretary Mellon is Chair- 
man, has completed a funding arrange- 
ment with Great Britain which technical- 
ly takes care of about one-half of the 
outstanding international claims of the 
United States. This has been followed 
by one or two minor settlements on the 
same terms; so that in the aggregate, 
figuring accumulated interest and other 
items, it is fair to say that about half the 
total debt has been funded. This, how- 
ever, is a portion of the debt whose dis- 
posal on some terms was probably much 
in doubt. 

The question left open for immediate 
adjustment is the debt owed the United 
States by France and Italy, and the claims 
of the United States against Germany 
growing out of military occupation and 
losses inflicted upon this country through 
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German warfare and now pending before 
the Mixed Claims Commission or else- 
where. All this makes an aggregate of 
debt, which is, of course, enormous in its 
total, running well up above $5,000,000,- 
000, while, if we include the smaller obli- 
gations of microscopic European states, 
the aggregate is still more staggering. Of 
the principal countries of Europe one has 
already notified the Treasury Department, 
unofficially, that it does not feel able to 
settle under the debt-funding law and that 
it really sees no prospect for doing: so. 
Others have not been so frank, but they 
evidently adopt very much the same point 
of view. All this was evident before Mr. 
Mellon left for Europe. What will be 
the results of his trip in their bearing 
upon this question? 


Financial Opinion 


Financiers have been watching this 


question during the. past month or twom 


with a great deal of care. As is well 
known, deterioration of the continental 
currency has been extraordinarily severe 
of late, while sterling, although it has 
not gone ahead as some expected it to do 
since the debt-funding arrangement of last 
winter, has nevertheless made very good 
progress and has shown excellent holding 
capacity. Those who are in possession of 
francs, lire, and other European curren- 
cies, or of bonds stated therein, as well 
as many of those who are the holders of 
dollar bonds issued by continental gov- 
ernments, want to see a similar improve- 
ment in those currencies. They know per- 
fectly well that they cannot expect any 
such improvement until the debt situation 
is quieted. Of course, it is perfectly true 
that these countries are not now paying 
the United States a dollar of interest, so 
that there is a superficial argument in fa- 
vor of the view that, inasmuch as noth- 
ing is being paid, no effect either good or 
bad can be produced upon exchange re- 
lations with the United States. This, 
however, would be only a superficial view 
of the situation. 


The existence of the obligations in an 
unfunded form is itself an almost perfect 
handicap or preventative to the develop- 
ment of.any new financial relationships. 
It would be almost out of the question to 
place franc or lire obligations in this mar- 
ket today, certainly at any reasonable fig- 
ure, inasmuch as nobody has any idea of 
what the exchange values will be a year 
from now, in the absence of funding ar- 
rangements, or any idea of what the effect 
of such funding would be should it be 
put into effect now or then. The absence 
of it is a real, even if vague, element in 
the general financial situation and in its 
relationship between this and other mar- 
kets. Hence the earnest desire not only 
abroad but in our own country to get a 
settlement; and the belief that, when Mr. 
Mellon returns, the debt-funding commis- 
sion will conclude to report to Congress 
some specific conditions under which alone 
funding of our claims upon the continen- 
tal countries can take place. 


Debt Cancellation 


The whole question of debt cancellation 
or modification is inevitably raised by the 
discussion of the funding idea. It is, more- 
over, currently brought to a head by the 
action of Premier Baldwin in determining 
to insist upon prompt adjustment of condi- 
tions relating to the Ruhr, and, according 
to him, involving the entire question of 
reparations and of Germany’s foreign trade. 
From this standpoint, the reparations 
question is one which, of course, cannot 
be settled without taking into considera- 
tion the United States and her claims both 
upon France, Italy and Germany. On the 
cther hand, the whole question of fund- 
iug the debts of these countries is impos- 
sible of settlement, without a definite ap- 
praisement of their available resources, 
and such appraisement depends entirely 
upon their ability to collect what is due 
them or to settle what they owe on a 
known basis. 

As a matter of fact, the funding and 
reparations questions cannot be discussed 
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ndependently; and this is _per- 
ectly well known by the mem- 
ers of the Debt Funding Com- 
1ission who have looked into the 
ituation. Those members who are will- 
ig to express themselves admit perfectly 
rankly that they are at a standstill pend- 
ig some further development: of the sit- 
ation in regard to reparations. Alto- 
ether, the visits that are being made not 
nly by Secretary Mellon but by several 
ther members of the Senate Finance 
‘ommittee who have the legislative end 

f the proposition in charge, and who are 
ow in Europe, is believed likely to point 
o a definite program of action on the 
art of the United States. This is thought 
kely to involve merely a modification of 
uur demands in such a way as to insure 
he settlement of the debts on some basis 
ontingent upon reparations adjustment, 
c it may lead to a broader plan of par- 
icipation on our part which would impiy 
ur taking a share in reparations discus- 
ion in the larger sense of the term. 
There has been a decided growth in this 
lirection for some time past in offic‘al 
ircles. 

As is well known, President Harding, 
10t very long before his death, had advo- 
ated the adoption of legislation granting 
him power to place a representative of 
he United States on the Reparations Com- 
nission. The views of President Coolidge 
m this point are not definitely known, but 
ire believed to be entirely in accord with 
hose of President Harding, while it is 
redicted that he will probably have bet- 
er success than his predecessor in secur- 
ng favorable action from Congress. As 
o.the exact terms of the settlement, and 
is to the question whether cancellation in 
he ordinary sense of the term will be 
roposed, that is another question. Com- 
lete cancellation is predicted by but few. 
It should be remembered that the terms 
ve actually negotiated with Great Britain 
vere in effect a limited or partial cancel- 
lation due to the fact that we accepted 
1 rate of interest very much below what 
ve have to pay on Liberty bonds while 
ve allowed payment to be made to us in 
Liberty bonds at their face value. 


Question of Adjustment 


One of the original claims of Great 

Britain was that, in the event we should 
make a more favorable settlement with 
iny other country, we should immediately 
allow her the same terms in lieu of those 
ictually negotiated. Our representatives 
were not willing to go so far as that, but 
there was understood to have been an un- 
official agreement to the effect that if 
more favorable terms were granted to 
uny other country it would be only on 
condition that Great Britain was in some 
way placed upon an equally favorable 
footing. 

For example, suppose that we were to 
make such terms with France that that 
country received a rebate of say 50 per 
cent of our debt. We could carry out our 
agreement by insisting that, conditional 
upon this adjustment, France’s debt rela- 
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tions with Great Britain should be closed 
in such a way as to give Great Britain 
the benefit of this rebate on a basis that 
would help her quite as much as it would 
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help France. We should, in other 
words, be participating in the gen- 
eral debt settlement of European 
claims which has so often been 
urged, and we should be doing it upon 
a footing which would enable us to get 
the results desired, even though we did 
not technically become sharers in any 
agreement or entanglement. 


Action Deferred 


Such action as we take will, of course, 
be deferred until the meeting of Congress, 
due to the fact that Congress incorporated 
into the funding law a provision requir- 
ing Congressional assent to such agree- 
ment as might be negotiated by the Com- 
mission. This means that no final action 
can be expected for some months, unless 
of course there should be a special ses- 
sion of Congress, in which event it would 
be possible to get instructions as to 
whether a given plan put forward by Sec- 
retary Mellon, or the commission of which 
he is the head, shall be carried forward 
to final negotiation or not. 

There is, at all events, little or no doubt 
that, as things stand, the definite adjust- 
ment of these international debts is one 
of the most important of the financial in- 
fluences that are likely to be brought to 
bear upon the market for a good many 
months. They affect not only the stand- 
ing of all foreign bonds at the same time, 
but also the ability in the future to place 
securities of individuals and concerns in 
this market. 
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Compromise Clearance Plan Offered 


Bankers Make Suggestion—Joint Stock Land 
Banks Entitled to Charters—Farm Relief Deferred 


Washington, August 9. 

WO important banking questions 

have come up for presentation to 

the Federal Reserve Board within 
the past two days, the one affecting the 
question of par clearance of checks, the 
other affecting the authority of the Fed- 
eral Farm Loan Board under the farm- 
loan law. As regards the clearance ques- 
tion, the issue is brought to the front by 
the presentation of a so-called compro- 
mise project by Charles Claiborne of New 
Orleans, the Chairman of the American 
Bankers Association Clearance Commit- 
tee. Mr. Claiborne’s plan is intended to 
conform to the recent decision of the Su- 
preme Court in the par clearance case and 
at the same time to “save the face” of 
the Federal Reserve System by enabling 
the latter to maintain an appearance of 
keeping up the collection system. 


Substance of Proposal 

The plan suggested by Mr. Claiborne 
would of course have to be substituted 
for the system announced by the Board 
some weeks ago. It would allow the par 
clearance of all checks within the Re- 
serve District in which they are drawn, 
but this would be done at the expense 


of the Federal Reserve bank of that dis- 
trict. 

The view of the bankers is that the ex- 
pense of the par clearing should be borne 
by the Federal Reserve System. This is 
on the theory that such clearance results 
in making checks and drafts practically 
equivalent to money in circulation, so that 
they are really of a nature of “public 
utilities.” 

In this way, it is contended, universal 
par clearance of about 70 per cent of all 
checks issued- would be insured, that be- 
ing supposed to be approximately the pro- 
portion of checks that remains within the 
districts where they originiate. As for 
the inter-district par clearance, that would 
be left for the future. No decision has 
as yet been reached. The advisory Coun- 
cil is to be consulted on the subject. 

An important decision has been handed 
down by the Acting Attorney General in 
reference to the power of the Federal 
Farm Loan Board in chartering joint 
stock land banks. The opinion is to the 
effect that the Farm Loan Board has no 
discretionary authority whatever in acting 
on charters. In times past the Board has 
been inclined to feel that it would be 
well to shut down upon the rapid growth 

(Please turn to page 750) 
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Should Banks Pay Higher Salaries? 


A Frank Discussion of a Matter Vital to All Bankers 


UE to the current effort to organize 
bank clerks in New York City into 
a union, the question of standards 
of wages and pay in banks is being taken 
up for discussion by the Boards of Di- 
rectors of some leading institutions, with 
a view to seeing whether it is not pos- 
sible to get a rather more equitable ar- 
rangement of compensation than now 
exists. Naturally, there is little desire 
among the various institutions to see a 
tight union organization among bank em- 
ployees which would fix standards of 
hours, wages and overtime, and other 
conditions of employment. Yet this effort 
has been made from time to time by the 
American Federation of Labor, and the 
thought has been very favorably regarded 
by some influential employees of banking 
institutions. 
Undoubtedly the salaries or wages paid 
to bank employees in the United States 
are low, as compared with 


Of course, on this basis they were able 
to get along with much less money than 
would have been the case had they had 
to support themselves exclusively. Of 
the employees rather higher up, some had 
small incomes of their own, while others 
were aided by earnings of wives who 
were themselves employed somewhere. 
This was probably a situation that was 
rather more difficult than that existing in 
the ordinary bank where the work was 
of more largely routine nature. Never- 
theless, bank salaries are low, in the 
lower ranks, and they have not by any 
means universally been advanced in pro- 
portion to prices except by sporadic 
bonuses as living costs have risen. 

The public has often a wrong idea of 
the salary situation in banks, due to the 
fact that some heads of banks are paid 
exorbitant salaries. Thus, in the reserve 
system, heads of reserve banks receive 


banking. Nearly every kind of banking 
operation has been analyzed again and 
again, and it is well known how much 
the cost of getting business, or of clear- 
ing checks, or of studying credit, ought 
to be. This makes a very keen competi- 
tive situation, and the higher the officers’ 
salaries are, the more is the effort to kee; 
unit cost down low, so as to make a good 
showing. In fact, the ability to get work 
done cheaply is one quality on the part 
of an officer which frequently results in 
high pay for him. This is a different 
view of the case from that which is enter- 
tained by those who look upon banking 
as a gilded occupation in which rewards 
are large and easy. 

Indeed, the fact that such a view is 
widely spread often enables banks to get 
the services of men who would not work 
for similar sums anywhere else, but whx 
think that they are getting ready to tak 

advantage of an opportunity 





other occupations which call 


which will come later. In many 





for an equal grade of ability, 
honesty, and expense on the 
part of the employee himself. 
The bank clerk is expected to 
dress well and have what is 
technically known as a “good 
personality,” with a bright and 
smiling countenance and cour- 
teous word for the customer 
who appears at the grating. 
He is expected to bear a re- 
spectable and suitable part in 
the life of his community, 
appearing semi-regularly at 


source. 


Low salaries among minor officials and office workers 
have undoubtedly contributed to a great deal of unrest 
among bank employees and explains why, of late, bankers 
have had difficulty in maintaining stability among their 
forces. As this article points out, not only has a great deal 
of injustice been done to bank employees by current low 
salaries, but a good deal of inefficiency can be traced to this 
Bankers should realize the significance of the sit- 
uation and take steps accordingly, if they seek to promote 
stability of the working forces that support the entire 
banking structure. 


os 


cases, it is a long time in pre 
senting itself. 

Banking is not, however, : 
good field for trades union 
organization. There are few 
occupations in which the ap- 
plication of a rigid scheme of 
hours is less warrantable or 
less feasible. Neither are there 
many occupations in whic! 
perfect standardization of 
work is as difficult to attain as 
it is in banking. Some mer 
are quick, efficient, and prompt 





church and elsewhere and 


getting through a great deal 





standing the expenses con- 
nected with such actitivies. 

Nevertheless, his wages are discourag- 
ingly low after the first few grades are 
passed, and he often finds it very hard 
to make ends meet and to keep up appear- 
ances while waiting for the promotion 
which theoretically comes to every Amer- 
ican citizen who believes: that there is 
plenty of room at the top—an opportunity 
which is so often lacking. Some three 
years ago, the Federal Reserve Board 
authorized an investigation into the pay 
of employees of Federal Reserve banks 
who received less than $5,000. The re- 
sults covered about ten thousand em- 
ployees and showed that the great ma- 
jority of them did not make living ex- 
penses. Many of them cut into their sav- 
ings, during the year which was studied, 
in order to pay expenses. This net. re- 
sult was emphasized by the fact that a 
great many of the employees were young 
women who lived at home and who 
worked merely for pocket money or a lit- 
tle more, paying simply a nominal sum at 
home for board and accommodation. 
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$25,000 to $50,000 in various cases while 


in commercial banks there are several 
cases of salaries running from $75,000 up. 
Of late years, there has been quite an 
epidemic of excessive salaries of this 
kind. They are due to a number of fac- 
tors, among them the circumstance that 
they often go to the representatives of 
large stockholding interests who in this 
way provide for themselves, while in oth- 
ers they are really a commission on new 
business, the head who is thus highly 
paid being able to bring to the bank val- 
uable deposits or borrowing accounts. 

In a few cases, no doubt, they are sim- 
ply sheer favoritism or personal subsi- 
dies, while in still others they are the 
actual bona-fide remuneration paid for in- 
valuable executive judgment and money- 
making ability. Yet they have become 
widely known and advertised as the usual 
thing in banking, and hence as represent- 
ing a condition or state of things indica- 
tive of very high pay. As a matter of 
fact, there is no kind of institution in 
which costs are so closely watched as in 


of work, while others, al- 
though reliable, honest, and in every 
way desirable, are much less speedy. The 
“piece-work system” has sometimes beet 
suggested for banking, but a little reflec- 
tion shows how far out of the rank of 
possibilities it would be. What is very 
desirable is to establish in our banks a 
much better general basis of pay adjusted 
to capacity and performance and with < 
fairly definite system of promotion re- 
sulting from efficiency ‘and (to a moder- 
ate extent) seniority or length of ser- 
vice. It is this plan which has been fol 
lowed out by the English banks with 
great success, especially in their foreign 
staffs. 

In the United States, the situation is 
quite different, men moving rapidly into 
and out of the banks, seeking employmen' 
and getting it in commercial houses, un- 
willing to go abroad because of their be- 
ing cut off from domestic employment 
possibilities, and in general sporadic and 
transitory in their attachment to any 
institution. 
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The Banking Situation 


Increase in Used Reserve Funds 


YLOWLY but surely Federal Reserve 
| banks are beginning to feel the pres- 
sure of demand for seasonal funds 
and are increasing their lines of accom- 
nodation to members. This increase has 
been on some occasions during the past 
nth quite marked as shown in the 
viekly reports of conditions while on 
thers the figures have remained quies- 
cont over a ten-day period or more. The 
icy followed by some reserve banks in 
getting rid of their holdings of open mar- 
paper has, to a certain extent, ob- 
scured the growth of demands from 
mbers, the paper made by the latter 
aking the place of the loans or holdings 
tained through open market operations. 
ywever the situation may be explained 
pon analysis, it is true that the use of 
r reserve funds is growing. This fac- 
- undoubtedly tends toward a slightly 
eater tension in the money market with 
corresponding effect in holding down the 
ytations for bonds. Little change has 
taken place in the gold movement, so that, 
stated a month ago, there has been 
decided addition to the theoretical 
ending power or “strength” of the re- 
ve institutions. 


Members Selling Bonds 


It is still true that member banks in 
good many parts of the country have 
en disinclined to increase their discount 
es any more than was necessary, and 
hat accordingly they have tended to dis- 
se of their holdings of bonds and se- 
curities when possible. The latest figures 
how that this movement is still continu- 
ing moderately, the total held being quite 
lecidedly less than six months ago. More 
(Please turn to page 774) 


BANKING INDICATORS 
iscount Rate at Federal Reserve 
4V% 
Commercial Paper in New York Market 
Ck, eee rn 5% 
Reserve Percentage Fed. Reserve System 


Outstanding 
$2,224,358,000 

Bank Rediscounts (with F. R. Banks) 
August 1 $515,793,000 
terling Exchange Index Federal Reserve 
Board July 

Yet Gold Impts. June $18,452,000 

Commercial Paper Rate London (bankers 
three months bills) Aug. 13 27% % 
Vholesale Price Index (London Econo- 
mist) Aug. 4 (for end July) 

Reserve Percentage Bank of England, 


Reserve Notes 
August 8 
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-Millions of Dollars 


«WEEKLY CHANGES IN: 
* PRINCIPAL: ASSETS-AND-LIABILITIES - 


REPORTING MEMBER DANKS 
Loans secured by U 5 Obiagat 6 Dither Loons{Largedy Com! ) 
U.S. Government Obligations. —-T het Demand Deposits 
Accommodations of ER. Bonks. 6 Total Loans 
Stocks, Bonds, ete 9 Total Loans 6 bwestments 
Loans secured hy Stocks & Bonds 


FEDERAL RESERVE BANKS 
1 Reserve Rotio 6 US. Securities 
2 Total Deposits 7. Discounts secured by 
3 Cash Reserves U.S Government Obligations 
4 ER Note Circulation 8 Total Discounts 
5 Purchased 9 Total Assets 
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FEDERAL RESERVE BANKS 


(In millions of dollars.) 
Federal 
reserve notes 
in actual 
circulation 


2,250.2 
0.2 


Govern- 
ment 
securities 


Bills 
discounted, 
total 


Cash 
reserves 
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REPORTING MEMBER BANKS 


(In millions of dollars.) 
Rediscounts 
and bills 
payable with Net 
Federal demand 
deposits 


Number of 
reporting 
Date banks 
May 7“... says denads hit 


Invest- 
ments 


4,665 
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Industrial Inquiries 


CLUETT-PEABODY—AMERICAN 
WOOLEN 
A Brief Analysis 


Please give me a brief analysis of Cluett- 
Peabody and American Woolen.—A. L., Plain- 
field, N. J. 


Cluett-Peabody capitalization consists of 
8.4 millions 7% cumulative preferred and 
18 millions common stock of a par value 
of $100. There is no funded debt. This 
company is the lergest manufacturer of 
collars in the world and has an excellent 
record of earnings over the past ten years. 
In 1922, 11.07% was earned on the com- 
mon stock, and earnings for the first six 
months of 1923 have been at the rate of 
nearly $15 a share. Financial condition of 
the company is good, working capital be- 
ing over 11 million dollars and ratio of 
current assets to current liabilities 3% 
to 1. This company is the dominant fac- 
tor in its particular line, and we feel 
that an optimistic view of future earn- 
ings is warranted. The common stock is 
now on a 5% basis, and, in view of the 
earning power this company has demon- 
strated over a period of years, we feel 
that this dividend is reasonably safe with 
good prospects of ultimately higher rates. 

American Woolen by putting back into 
the property a large percentage of the big 


earnings shown during the war and infla- 
tion period, has built up a very solid finan- 
cial structure. Working capital as of De- 
cember 31, 1922, was over 70 millions, and 
since that date the company sold ten mil- 
lion dollars additional preferred stock 
which has brought working capital up to 
around 80 millions. This compares with 
a total capitalization of 90 millions of 
which 50 millions is preferred and 40 mil- 
lions common. The company has no fund- 
ed debt. President Wood has announced 
that the first six months of 1923 showed 
the common dividend earned with a wide 
margin to spare. The company will have 
to charge higher prices for its goods in 
the next six months, due to the increase 
in the price of raw wool, and what the 
company will earn in this period is prob- 
lematical, depending on how the demand 
holds up in view of the higher prices. 
There is sound value behind the common 
stock. The company carries its plants 
and equipment at cost less depreciation 
which is a decidedly conservative valua- 
tion in view of the fact that many plants 
were built during a period of low costs. 
Balance sheet as of December 31, 1922, 
showed a book value of $192 per share. 
The company places no value on good- 
will or trade-marks. 


PROFIT IN WOOLWORTH 
Switch Advised 


My mother has several thousand doll 
profit in F. W. Woolworth stock and I] 
considering advising her to sell out and ; 
the money in some lower-priced stock ti 
may advance the way Woolworth has. Hua 
in mind Sinclair Consolidated and Reploc | 
Steel. What is your advice?—M. J., N 
Albany, Ind, 


In Woolworth’s stock your mother has 


sound stock as far as common stocks go 
This company has a splendid record over 


a long period of years and its business 


has not in the past been adversely affect 
by business depressions. 


the income of the company. However, \ 


do feel that the big advance in the stock 
over the past year has rather fully dis- 


counted any benefits to be derived for 
some time to come and that it would |x 
a good idea to take profits at this time 


We certainly would not advise switch- 
ing into a stock like Sinclair Consolidated 


which would be very much more specu! 
tive. The big production in California h 
affected the price of oil in the Easte 
markets, and, as this production may kee; 


up for some time, companies such as Sin- 


clair may face a period of low earning 


Replogle Steel is also highly specula- 
tive, as the company has not yet demon- 








How to Secure a Safe Income That Would Not Be 
Affected by Business Depression 


Several months ago I read an article in THE MAGAZINE OF 


how great a business depression we might have, the 


New stores are 
being constantly opened and this increases 


WALL Street which stated that it was a good time to sell out 
stocks and buy short-time bonds, which I did. I sold Pacific 
Oil stock for 56 which cost me 15 as a bonus with Scuthern 
Pacific, and a few other stocks on which I had a profit and, 
bought the following bonds: 


$1,000 St. Paul R. R. 4s, due 1925, 

1,000 Sinclair Crude Oil 5Y%s, due 1925, 

1,000 Anaconda Copper 6s, due 1953, 

1,000 Haiti Republic 6s, due 1952, 
500 Federal Land Bank of St. Paul 4%4s, due 1953, 
500 Union Bag & Paper 6s, due 1942. 


I have read Mr. Wyckoff’s page in the July 21 issue, and 
plan to take his advice by selling half of the above bonds and 
buying stocks. I would appreciate it very much if you would 
furnish me with a list of about six stocks, preferred or com- 
mon, on which you consider the dividend secure no matter how 
great a business depression we might have. Also please advise 
which of the above bonds it would be best to sell first —B. E. E., 
St. Louis, Mo. 


While we would not care to express the opinion that 
the dividend of any stock is absolutely secure no matter 
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companies given below were able to pass through tl 
depression of 1921, which in many industries was 
very severe one, without reducing their dividends, an: 
we feel that you would not be making any mistake i 
purchasing these stocks at present prices for a lon 
pull investment: 
iv. Price Yield 
Brooklyn Edison 109 7.34% 
Westinghouse Electric 56 7.15 
American Tobacco 140 8.51 
Am. Water Works & Elec. Ist Pfd. 7 90 7.77 
American Smelting preferred 7 95 7.37 
American Woolen preferred 101 6.93 


Of your bond holdings those we would sell firs 
are Sinclair Crude Oil 5%s, Haiti Republic 6s and 
Federal Land Bank of St. Paul. 

The average yield of the above six stocks is 7.51% 
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strated any earning power. Of: 

corse, it may be able later on to 

sh.w fair earnings, but until this 

ha. been proven, our advice is to 

leave the stock alone. 
‘he best course, in our opinion, would 
to sell out Woolworth and purchase 
cks of our strongest industrial com- 
ies, including such as Westinghouse 
ctric, American Tobacco, General Elec- 
, American Car & Foundry, etc. 


)VANCE-RUMELY PREFERRED 
Good Asset Value 


dvance-Rumely preferred stock at present 
pr ces shows me a loss of about 25 points and 
I ought it might be a good idea to buy some 

e at this time in order to try to average 
¢ of it. Do you consider this a good 
id 1?—V. N. B., Joliet, Iu. 

t is a rather difficult proposition to 
advise you in regard to Advance-Rumely 
pr-ferred stock. From the viewpoint of 
ea nings, the immediate outlook does not 
sem particularly attractive, but from the 
vi wpoint of assets it is apparently on the 
b: gain counter. This preferred stock, of 
wich there is $12,500,000 outstanding, is 
preceded by only $844,000 funded debt. As 
of December 31, 1922, the working capital 
of the company alone was $11,500,000 and 
plants and equipment were valued at $5,- 
500,000. Net tangible assets, therefore, 
are equal to about $125 a share on the pre- 
ferred. The earnings record, however, is 
poor. In 1922, only 1.1% was earned on 
the preferred and in 1921 there was a 
deficit of nearly $2,000,000. The outlook 
for the agricultural implement companies 
is not very promising at this time, for 
due to the relatively low prices prevail- 
ing for farm products, the farmer is not 
buying very heavily. Moreover, compe- 
tion is keen, due to the entry of some of 
the large automobile companies in this 
field, such as Ford and General Motors. 
This situation is likely to change ulti- 
mately for the better as there is a great 
potential demand for agricultural imple- 
ments in Russia and other European coun- 
tres. Under present conditions, however, 
the dividend cannot be regarded as very 
secure. We feel that the amount of money 
tid up in a stock of this kind should be 
limited, and, while we do not advise you 
to accept the big loss the stock shows you, 
we do not consider it a good policy to 
purchase any additional shares. 


BROOKLYN RAPID TRANSIT 
Earnings on New Securities 


_ Having held some of the old Brooklyn Rapid 
T ansit common stock for several years I pur- 
c ased additional shares shortly before the 
r organization plan was announced and as a 
rsult I now hold 1,000 shares of Brooklyn 
Ripid Transit stock assessment paid. What 
you consider the chances of this holding 
the long pull? It represents half of my 

ck holdings.—A. H., Brooklyn, N. Y. > 


Brooklyn Rapid Transit .for the 11 
nonths ended May 31, 1923, reported a 
s’rplus after charges of $3,142,374. Earn- 
igs for the year ended June 30, after de- 


ducting all operating expenses and taxes, 
ae expected to exceed $12,600,000. De- 
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ducting from this annual interest charges 
of $7,679,402 for the reorganized com- 
pany and sinking-fund payments totaling 
$617,981, there would remain a balance 
after payment of preferred dividends 
which, at the rate of 6%, requires $1,437,- 
324, equal to approximately $3.75 a share 


on the when issued Rapid Tran- 
sit common stock. Recently an in- 
crease or 5% in wages was given 
employees. This will increase 
operating expenses approximately $800,- 
000, but increasec business is expect- 
ed to largely offset this. The reor- 
ganized company is in excellent financial 
condition. It has over 5 million dollars 
on hand for improvements. While you 
(Please turn to page 750) 





Inquiries on Oil Securities 


PAN-AMERICAN PETROLEUM 
Stock Attractive Speculation 


Please give me your best advice in regard 
to Pan-American Petroleum. If the company 
is doing as well as currer.t reports say and the 
future outlook is favorable, the B stock pay- 
ing $8 seems to me at 55 to be an outstand- 
ing bargain. I am not satisfied with certain 
of my stock holdings, namely Great Northern, 
Northern Pacific and Chicago & Northwestern 
and have thought of switching into Pan- 
American.—S. T., Schenectady, N. Y 

In the first six months of this year, 
Pan-American earned over $6 a share on 
its 2,500,000 shares of stock. Earnings of 
the company remain high, as it is main- 
taining a production of 100,000 barrels a 
day in Mexico which is sufficient for its 
requirements. The management has stated 
that this production could be increased: as 
many large wells are capped. Pan-Ameri- 
can operates almost entirely with the ob- 
ject of producing two refined products, 
gasoline and fuel oil. A satisfactory price 
level for fuel oil has been maintained, and, 
while the company is getting less for its 
gasoline, this is of secondary importance. 
Pan-American is in a position to guar- 
antee deliveries of fuel oil in quantity 
over a long period, and for that reason 
is in a position to make favorable con- 
tracts. The company’s holdings in Mex- 
ico are so extensive that a large produc- 
tion from this source is practically assured 
for many years to come. Pan-American, 
however, has another iron in the fire, con- 
sisting of the important holdings it has 
obtained in California. These are not now 
being exploited, but when the big flush 
production of the pools in the Los Ange- 
les basin is gone the properties will be 
developed and undoubtedly will produce a 
large quantity of oil. The most important 
property is Elk Hills, secured on lease 
from the United States Government. In 
the meantime, the company is able to take 
advantage of the cheap oil in California 
because of its strong financial condition 
and fleet of tankers. A large refinery 
will be completed shortly at San Pedro. 
It is our opinion that an optimistic view 


of the future of this company is war- 
ranted, and we believe that you would im- 
prove your position by making the switch. 


CALIFORNIA PETROLEUM 
An Uncertain Oil Speculation 


I have been holding some California Petro- 
leum stock on which I have a nice profit. Of 
course, I could have obtained much more. As 
the stock is down about ten points, I have 
been wondering if it would not be well to buy 
some more of it and sell it all when it again 
gets around 27 or 28. Please let me have 
your opinion and oblige?f—G. A. H., Nashville, 
iu, 


particularly enthusiastic 
over California Petroleum stock. As you 
are aware, four new shares of no par 
value were issued for each $100 par, so 
that at this time the stock is selling 
around the equivalent of 80 for the old 
shares. In our opinion, the great over- 
production of oil in California and the 
much lower prices now ruling will con- 
siderably contract the company’s income. 
It must also be borne in mind this com- 
pany’s profitable contract, whereby it se- 
cures $2 a barrel for a large supply of 
oil, expires during the current year, and 
the return from this oil will be regulated 
by the market price thereafter. On any 
further rally, we would suggest the stock 
be sold. = 


PHILLIPS PETROLEUM 
Lacks Working Capital 


I have some Phillips Petroleum stock 
Would you advise me to keep it or let it go? 
The way prices go down is very discouraging 
and I do not know what to do. Let me hear 
from you by return mail.—J. A. B., Albany, 
N. Y. 


We are not 


Phillips Petroleum Co. is in need of 


working capital. The company’s balance 
sheet, as of March 31, 1923, only showed 
working capital of about $40,000. Notes 
and accounts payable were approximately 
$9 million and accrued liabilities over $1.2 
million. Of its current assets, over $6 
million were inventories, which does not 
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SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities and for 
W individual 

organized a Special Report Department to handle this work. 
with the amount of research work necessary but in all cases estimates will 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
In analyzing lists of securities 
and desirable switches suggested. This new service 
resent free service supplied by the Inquiry Department to subscribers which 
entitles them to a brief report on any three securities. 
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submitted. 
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present a comfortable situation in 
these days of declining oil prices. 

The company’s earnings for the 
quarter were approximately $4.4 
million, before depreciation and deple- 
tion, but earnings will be considerably 
lower during the remainder of the 
year owing to low prices. While financ- 
ing may be necessary, Phillips has 
very. good producing properties, and the 
company is also in position to market its 
gasoline. Under the circumstances, it is 
our opinion that the drastic decline to 21 
has discounted the situation and we would 
not recommend sale of the shares at pres- 
ent levels. - 


WHITE OIL 
Outlook Unpromising 


Back in 1920 I foolishly became the owner 
of 10 shares of White Oil at 26. As I only 
purchased this small amount which represents 
a@ very small percentage of my investments J 
have hung on ali this time. What is the out- 


look for the company, is there any chance for 
it? Don’t advise me to sell it as I’d rather 
keep the certificate for a souvenir than sell 
- = present price of $2.—C. T. K., Buffalo, 


While the outlook for White Oil is not 
at all promising at the present time we 
are quite in sympathy with your decision 
not to sell out at present prices in view 
of the price you paid for the stock. There 
is always at least a chance that a pro- 
ducing oil company such as White will 
be fortunate in its drilling and run into 
some large wells that would put it once 
again on the up-grade. As the company 
stands today, however, we consider the 
stock an unattractive speculation and ad- 
vise you not to average by purchasing any 
more. Balance sheet as of December 31, 
1922, showed notes and accounts payable 
of 28 millions and purchase money obli- 
gations of $762,000. Cash on hand was 
only $99,000. For the three months ended 
March 31, 1923, the company reported net 
earnings of $206,073, but this was before 
deducting anything for depreciation or de- 
pletion. With prices for oil much lower 
at the present time earnings have been 
adversely affected. Many of the stronger 
oil-producing companies are having a 
hard time of it under present conditions, 
so that it does not appear likely that a 
weak company such as White will be able 
to successfully weather the storm. White 
Oil has 150,000 shares of 8% preferred 
stock par $10 and 951,298 shares of com- 
mon stock of no par value. In 1922, a 
deficit of $242,115 was reported before de- 
ducting anything for depreciation and de- 
pletion. 


SHAFFER OIL & REFINING 
In Cushing Field 


I am interested in Shaffer Oil € Refining 
Co. and would like to have a careful review 
of the present status of the company. Do 
you think the preferred dividend will be con- 
tinued?—M, M. F., Youngstown, O. 


Shaffer Oil & Refining Co. oil proper- 
ties comprise 65,136 acres in the Cushing 
field of Oklahoma and other fields in Ar- 
kansas, Louisiana, Montana and Texas. 
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Daily production is around 3,500 barrels. 
Capitalization consists of 12 million fund- 
ed debt, 6 million 7% cumulative pre- 
ferred stock, 40,000 shares of Class A 
stock and 120,000 shares of common stock 
of no par value. Standard Gas & Elec- 
tric Co., which is controlled by H. M. 
Byllesby & Co., owns practically all of 
the common and Class A shares. For the 
year ended December 31, 1922, the com- 
pany reported a surplus after charges and 
preferred dividends of $664,478, as com- 
pared with a surplus of $759,306 in 1921. 


This surplus, however, was be- 

fore deducting anything for de- 

pletion, depreciation or amorti 

zation. Preferred dividend re 
quirements are $420,000. This compam 
is not in very strong financial condition 
and, while dividends on the preferred hav: 
been maintained up to the present tim« 
it is questionable that the company wil 
continue to pay them under present con 
ditions in the oil industry. With interes 
and sinking fund charges on a large fund 
ed debt to take care of and the necessit; 
of storing large quantities of oil, we fee! 
the company will have its hands full with 
out carrying the burden of preferred divi 
dends as well. 





New Security Offerings 


INTERSTATE 
PUBLIC SERVICE 6s 


A Desirable Investment 


How do you regard the recent offering of 
Interstate Public Service 1st and refunding 
mortgage 6% bonds Series A. The return of 
6.7% is attractive and I am considering mak- 
ing an investment if your opinion is favorable. 
—J. J., Chicago, Ill. 

Interstate Public Service Ist and re- 
funding 6s, Series A, due 1948, are se- 
cured by a mortgage covering as a direct 
lien all fixed property. The mortgage will 
be a first mortgage on electric, gas and 
water properties valued by examining 
engineers at an amount in excess of the 
bonds to be outstanding. Net income for 
the 12 months ended April 30, 1923, was 
1.4 million as compared with annual in- 
terest requirements on the total mortgage 
debt to be outstanding of $648,665. 

The company serves, directly or indi- 
rectly, 103 Indiana communities with a 
combined population of 220,000. The com- 
mon stock is owned by the Middle West 
Utilities Co. which is controlled by Sam- 
uel Insull and associates who have been 
very successful in the development and 
operation of public utilities. — 

In our opinion these bonds at the offered 
price of 91% to yield 6.7% are a desirable 
investment. 


OKONITE 7% NOTES 
Another Security Suggested 


Do you advise the purchase of Okonite Co. 
7% Notes which are being sold at 100? Have 
you any other security in mind that you con- 
sider better and which gives a return as high 
as 7T%—0O. C., Jersey City, N. J. 

Okonite Co. $600,000 7% notes, due 
1933, are a direct obligation of the com- 
pany, which is a large manufacturer of 
insulated wires and cables. The company 
has shown a good earning power for a 
number of years. For the 13% years 
ended June 30, 1923, net earnings aver- 
aged 3.88 times interest charges on these 
notes, and earnings in 1922 were 6 times 
interest charges. 

While an investment in these notes 
would probably work out satisfactorily if 
held until maturity the marketability of 
a small issue such as this may be poor, 
and, in our opinion, a better purchase 
would be North American $3 preferred 


stock selling on the New York Stock Ex 
change at 43 to yield 7%, as you woul 
be assured a good market in case yo 
wished to dispose of it at any time. 


WABASH EQUIPMENTS 
Yield 5.3% to 5.6% 


I am interested in taking on some addition 
equipment trust issues and will be glad t 
have your opinion as to the attractiveness « 
the recent Wabash issue.—V. M. L., Sour 
Beach, Conn, 

Wabash Railway 51%4% Egqipment Trust 
Certificates, dated July 1, 1923, matur 
from July 1, 1925, to 1938. They are of- 
fered at prices to yield 5.3% to 5.6%. Th 
equipment consists of 30 Milkado loco- 
motives and 20 switching locomotive: 
Issue covers 75% of cost of this equip 
ment. 

We consider this a desirable equipment 
trust issue. 


W. T. GRANT PREFERRED 
Yield 7.75% 


Can you furnish me with a few particular 
in regard to W. T. Grant Co.? I am in 
formed that the 8% preferred stock can 1t 
bought at 103 and am interested in knowin 
something about the company as I may mak 
@ purchase if you think advisable-—H. F 
Lynn, Mass. 

W. T. Grant Co. operates a chain o 
55 stores located in important cities, prin 
cipally east of the Mississippi. The com 
pany does a cash business of over 15 mil 
lions a year in articles of staple merchan 
dise ranging in price from 1 cent to $1 
Capitalization consists of $2,500,000 8% 
cumulative preferred stock and 50,000 
shares of common stock of no par value 
Dividend requirements on the present out 
standing preferred stock have been earned 
three times over during the last thre: 
years. Since the company has had pre 
ferred stock outstanding it has earned it 
yearly dividend requirements eight times 
Net liquid assets are in excess of the 
amount of preferred stock outstanding. 

This preferred stock at 103 does not ap- 
pear unattractive as an investment, but 
we consider that you would do better t 
purchase the $8 preferred stock of Julius 
Kayser, selling on the New York Stock 
Exchange around 98, as you would get 
better marketability, and, in our opinion 
have just as sound a security. 
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Hopeful Signs Increasing 


Better Tone in Business—Production Holding Up Well 





STEEL 








NCREASE in the volume of new or- 
ders has created better feeling in the 
steel industry, although it is to be 
ed that most of the new buying is of 
“hand to mouth” type, and further 
reases in unfilled orders are still pos- 
le. Production is being well main- 
ned at recent levels, several points 
ow the high points reached in May, 
| in some lines output is actually in- 
asing. 
’rices are being well sustained at cur- 
t levels, makers being in no hurry to 
int concessions in view of the ap- 
roaching installation of the eight-hour 
which will undoubtedly increase 
sts of production. In the meantime, 
aw materials are somewhat easier, so 
iat profit margins are being kept com- 
tably wide. 








COMMODITIES 


for Grades Used and 
Unit of Measure) 


— 1923 ~ 
High Low § Last* 
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Iron prices show greater firmness, ad- 
vances having been registered in the last 
few days in a number of districts. For 
the time being, therefore, the decline 
which has been going on since early 
May has been checked, after it had 
reached the lowest prices recorded since 
this time last year. 

Stocks of iron and steel products in 
the hands of consumers are believed to 
be exceptionally low, as the decline in 
shipments from mills has been greater 
than the decline in actual consumption. 
With the return of the railroads to the 
market and the growing realization that 
the next price movement will more 
likely be up than down, reentrance of 
large customers into the buying market 
is expected, and is indicated already by 
the increased buying inquiry. 





COTTON 








The sharp upward movement of cot- 
ton following the publication of Govern- 
ment crop condition reports well below 
private estimates has been well main- 
tained, and it is considered likely that 
the next crop report will show an even 
lower estimate. Visible supplies are 
very light, in spite of the decline in con- 
sumption at New England and Southern 
mills, and a powerful buying movement, 
whether originating in this country or 
abroad, would probably show how thin 
the present market is by a sharp run-up 
of cotton prices. 

The weather so far has been favor- 
able to the growth of weevils, and the 
large acreage planted to cotton this 
year may well be offset by a small cot- 
ton yield per acre. More energetic mea- 
sures than hitherto are being taken to 
suppress the weevil, but it is an open 
question if they will take effect in time 
to save a large portion of the crop. 

Foreign buying remains poor, Lan- 
cashire mills operating on American 
cotton continuing to restrict their oper- 
ations. The settlement of the outstand- 
ing unsolved problems of Europe would 
undoubtedly be a stimulating factor, but 
it is doubtful if the trade can afford to 
take such a far-off consideration into ac- 


count. The extreme weakness of for- 
eign exchange in recent weeks seems to 
show that the financial community is far 
from discounting any such development. 

The future course of the cotton mar- 
ket will therefore be dependent on the 
balance achieved between the good sta- 
tistical position and the poor trade po- 
sition. 





MACHINERY 











Nearly all branches of the machinery 
industry report heavy unfilled orders 
which will see them through to the end 
of the year, and in some cases well into 
1924, no matter what happens to the 
buying demand between now and that 
time. Production remains high, al- 
though new orders have been coming in 
slowly. The drop in prices and basic 
materials, particularly metals, has come 
as a welcome relief, as general costs of 
production have shown an uncomforta- 
ble tendency to advance. 








THE TREND 


STEEL— Production going up, new 
business coming in in increasing 
volume. Prices showing firmer 
tone. Buying still mostly for cur- 
rent requirements. 

COTTON—New crop shortage scare 
intensified by bullish Government 
crop reports. Consumption still 
a and export trade disappoint- 
ng. 

MACHINERY—Manufacturers working 
off unfilled orders, new business 
light. Li at high rate of 

work increas- 





ingly _ m, 

SUGAR—Prices weakening, invisible 
supplies apparently large. Unusual 
quantities coming in from distant 
points help demoralize market. 

a of price cuts in crude 

refined not yet over. More 
effective methods used to check 
new production. Stocks on hand 
still topheavy. 

BUILDING—More activity noted in 
new plans. Old work being re- 
sumed. Foreign —y— 5 wy 
help situation near sea " 
bor conditions still unsatisfactory. 

SUMMARY: Signs of increasing busi- 

ness activity multiplying, and down- 

ward trend of prices halted, in many 
lines. Rate of employment and wages 
still high. Production in basic indus- 
tries well maintained, but movement 
to ultimate consumer continues slow. 
Better business expected in fall. 























Discovered: That Industrial Workers 


Are Human! 


And What This Amazing “Discovery” Means— 


Or 


are human. 


NDUSTRIAL workers 
Employers 


They say so themselves. 

have never denied it. Sociological 
workers persistently assert it. Writers 
din it into our brain cells via the printed 
page. We shall, therefore, accept it as 
a fact. 

Industrial workers ARE human! And 
because they are they exemplify the very 
human trait of desiring to garner wealth. 
Promoters of fraudulent securities have 
not been unmindful of this trait. They 
know the desire exists; they first discov- 
ered it on a really big scale after wit- 
nessing the purchase’of Liberty bonds by 
the vast Army of American workingmen. 
Of course, they capitalized it. There is 
one thing the stock fakers can always be 
depended upon to do: coordinate result- 
getting ideas of others with their own; 
make over the coat to suit their pattern. 

It is, therefore, little wonder that, as 
soon as industrial workers concluded pay- 
ments on their Liberty bonds and subse- 
quently saw their savings mount up as 
they continued to enjoy high wages well 
into the post-war period, that the stock 
slicksters stepped into the picture and 
plied their nefarious trade with most sat- 
isfactory results—that is from their view- 
point. 

This was the period in American his- 
tory when the Elliot Business Builders, 
H. V. Greene, L. R. Steel and Ponzi ideas 
were conceived. Concerns that sprung up 
over night. They decided that the old- 
time stock salesman was extremely passé. 
They trained their own. “Our Own 
School in Salesmanship” turned out men 
well drilled as to the demand to get away 
from the repeat calls. Either the prospect 
was interested or he was not. If inter- 
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tion which we believe to be accurate and 
reliable.—Editor. 








ested, five very pointed questions would 
develop this fact. If interested, play him 
and play him hard. If not interested, for- 
get him once for all. 


The Era of High-Pressure Selling 


The era of high-pressure selling was at 
hand. Surcharged sales managers opened 
the branch offices. Company-trained sales- 
men were assigned them. Then the grand 
marshal spoke, the bugle sounded and the 
parade was under way. The line of march 
invariably led the happy paraders right 
into the industrial centers. Did we say 
happy? Well, were not the salesmen who 
were “pulling down” their healthy com- 
missions happy? And why should not 
commissions be generous? Was it not 
true that the more the salesmen’s commis- 
sions piled up the more the sales man- 
agers piled up and, of course, the com- 
pany? 

Back in 1914, if you were to inquire 
in any bank in our average American 
community how many men in town clipped 
coupons, they could tell you the number, 


Should Mean —to the Rest of Us 


and, what’s more, they could name them, 
too. But in 1917? Never! Industrial 
workers found clipping coupons off Lib- 
erty bonds and cashing them a pleasu 
able and profitable pastime. 

But the interest rate was terribly low! 
That’s what these new type of stock sale 
men said. They assured their prospecti 
victims that Rockefeller and Carnegie a: 
Schwab and Morgan and others wh 
names are household bywords, never g 
rich that way. Keep the money in sa 
ings accounts? Yes, but again look 
the miserable interest--four per cent 
best— And what do the banks do? Take 
their money and loan it out and reloan 
it and reloan it—apparently ad infinitum— 
and, lo and behold, the banks have cleare: 
up something like 18 per cent. Gilt-edge« 
gold debenture bonds are pretty and y 
might get as high as eight per cent. Bu 
“our proposition”? “Why, my dear 
friend, there’s at least 100 per cent in i 
for you during the next twenty-fo 
months, and, when we get at that ric 
strike (never any “if”—nothing negative 
allowed in these sales talks, you know 
at least 200 per cent and possibly better— 
EVERY YEAR!” 


“Don’t Ask Your Bank!” 


One point which the stock slickste: 
never fails to overlook is the caution 
“Don’t ask your bank!” Of course not. 
It wants to keep the prospective victim's 
money for itself. The salesman said so 
and he was such a nice chap and knew 
so much about stocks and bonds and in- 
vestments and all that. If the prospective 
victim faltered he was asked point blank 
if he didn’t control his own money. Oi 

(Please turn to page 751) 


DO YOU WANT THIS SORT OF THING? 
“If something is not done, and done right now, we shall find that the cause for future industrial unrest can be traced 


directly to the companies peddling 


fake securities. 


Industrial workers who awaken to the worthlessness of their 


cherished ‘stock’ certificates are going to be fit food for all manner of wild-eyed, loose-tongued, dangerous radicals.” 
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Will Be Sent 
Without Cost 


Eight ways to test the safety of 
your investments are given in 
this interesting booklet, “How 
to Select Safe Bonds.” This im- 
portant booklet (the coupon will 
bring your copy) has been pre- 
pared from the long and suc- 
cessful experience of George M. 
Forman & Company. Every in- 
vestor, large or small, should 
know the facts it gives about 
getting a higher yield with posi- 
tive safety. 


to Test the Satety of 
Every /nvestment 


1 /s Your Investment Protected by 
Property of Permanent Value? 

“How to Select Safe Bonds” tells why investments 
should be protected by property having a permanent 
value well in excess of the amount of the entire loan. 


Does Your Claim Command Payment 
Before Other Obligations? 


“How to Select Safe Bonds” tells what securities 
come before all others in obligation to pay promptly 


and fully. 

Has the Property a Sufficient Earning 
Power? 

“How to Select Safe Bonds” tells why a safe property 
must have an annual earning power of at least two 
and a half times the total annual interest on the Joan. 
Is the Property Adequately Protected 
by Insurance? 


An important consideration, as fire often wipes out 
overnight a valuable property. 


5 


6 


7 


8 


Is it Properly Managed? 

“How to Select Safe Bonds” tells why proper man- 
agement is essential to insure prompt payment of in- 
terest and principal upon maturity. 


Is the Title Clear? 


“How to Select Safe Bonds” tells a sure way of in- 
suring against loss through faulty title. 


What is the Moral Character of the 
Borrower? 

As important as proper management—explained in 
this interesting booklet. 


Who Offers the Securities You Buy? 
“How to Select Safe Bonds” tells why even the ex- 
perienced investor must depend for safety entirely 
upon the reputation and length of service of the 
Banking House offering the investment. It tells of 
the conservative policy of painstaking investigation 
and selection which has made it possible for George 
M. Forman & Compauy to sell bonds for 38 years 
without loss to a customer, large or small. 


GEORGE M. FORMAN & COMPANY 


105 West Monroe Street 


CHICAGO 


**38 Years Without Loss to a Customer’’ 


MAIL THIS REQUEST BLANK 


Let “How to Select Safe Bonds” show you 
definitely how you can enjoy, with absolute 





George M. Forman & Company 
Dept. 168, 105 W. Monroe St., Chicago, Ill. 


Please mail me, without cost or obligation, a copy 


of your booklet, “How to Select Safe Bonds.” No 


safety, a larger income from your invest- 
solicitor is to call on me. 


ment. Mail this request blank for your copy 


of this interesting beoklet. No obligation. Name 
~chigieilanntiennsntmentttieeanimetineninnel Address 


| Ciccccntveeenncédssneséavn 
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New York Stock Exchange 
Odd Lots fa ae Lan Di 


1909-13 1914-18 

i Lo High Low High Low Aug.8 Share 

111 95% 
9055 


102 
126 


100 Share Lots 


Bought for Cash 
or Carried on 


Conservative Margin 
Inquiries Invited 
Ask for booklet MW-308 


Curb Securities Bought or Sold 
for Cash 


New York Stook Exchange 
Members {New York Cotton ge 
W. Y. Coffee & Sugar Exchange 


61 Broadway New York 





John Muir & (p. 














MAIL 
INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our statis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 

If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail” 


to those interested, on request 


GRAHAM, RITCHIE & CO. 
Formerly Graham & Miller 


Members New York Stock Exchange 
66 Broadway New York 
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North American 
Company 


We have prepared an 
analysis of this company 
which discusses in detail 
its properties, earnings 
and the technical posi- 
tion of the company’s 
stock in the present 
market. 


We shall be pleased to 
send a copy of this 
analysis upon request. 


Mc Donne & Co, 
120 BROADWAY 
NEW YORK 
| Members New York Stock Exchange 


SAN FRANCISCO LOS ANGELES 




















Stocks, Bonds, 
Cotton, Grain, Provisions, 
Insurance Stocks 


Unlisted Securities 


Insurance Stocks a Specialty 


CHARLES SINCERE & C0. 


Board of Trade Bldg., 
Chicago, IIl. 


Members 


New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 





























LANDEN, VERCOE & CO. 
DESHLER HOTEL BLDG. 
COLUMBUS, OHIO 


Members of 


NEW YORK STOCK EXCHANGE 
PITTSBURGH STOCK EXCHANGE 
COLUMBUS STOCK EXCHANGE 














WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds 
Accounts Carried 


Ill Broadway, New York 


Members New York 
Stock Exchange 


BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St 


























ANSWERS TO INQUIRIES 
(Continued from page 743) 





have, in our opinion, put too large a per- 
centage of your funds in this company’s 
stock, we do feel that it has long-pull 
possibilities and is likely to ultimately 
work out satisfactorily. Of course, it 
must be classed as decidedly speculative 
in view of the degree to,which this com- 
pany is mixed up in politics. Carefully 
weighing all the factors in the situation, 
however, we feel that an optimistic view 
is warranted. 


WILLYS-OVERLAND 
Debt Largely Reduced 


Some years ago I acquired 100 shares of 
Willys-Overland preferred stock close to par 
and have held on all this time. Now that the 
stock has recovered to 65 had I best part with 
it and switch into something that pays divi- 
dends? I can afford to do without the divi- 
dends if the stock has good prospects of going 
still higher.—L. T. C., Manchester, N. H. 


Willys-Overland’s earnings for the first 
six months of 1923 are estimated at about 
$35 a share on the preferred stock, of 
which there is approximately 22 million 
outstanding. Ahead of the preferred is 
a $6,000,000 issue of first mortgage col- 
lateral trust 7% notes, due December Ist, 
1923. This issue totaled 16 million at the 
beginning of the year. You can readily 
see from these figures that the company 
has made rather remarkable progress in 
the past six months. Of course, there 
may be a slowing down in the automobile 
industry, but we are inclined to the opinion 
that this company has finally turned the 
corner and that, if you are in a position 
to assume a certain amount of risk, it 
would be advisable to continue to hold 
the preferred stock. Back dividends on 
this issue now amount to 19% per cent. 


~ 


AMERICAN SUMATRA PFD. 
Financial Condition Sound 


What do you advise doing with 50 shares 
of American Sumatra Preferred stock bought 
at 85?—S. N. M., Dayton, 0. 


American Sumatra Tobacco for the six 
months ended Jan. 31, 1923, reported a defi- 
cit of $433,348 and for the year ended July 
31, 1922, a deficit of over 3 million dollars. 
This is quite a discouraging showing for 
stockholders, but, on the other hand, the 
company recently sold its holdings of Con- 
solidated Cigar Stores stock and this lias 
greatly improved its financial condition. 
As of January 31, 1923, working capital 
amounted to 8.4 millions, and ratio of cur- 
rent assets to current liabilities was 15 
to 1. Funded debt is 4.2 million, and 
there is only 1.9 million preferred stock. 
In other words, working capital of the 
company alone is 2.2 million in excess of 
the total amount of bonds and preferred 
stock outstanding. In view of the strong 
asset position of the preferred stock and 
the good financial condition of the com- 
pany, we believe that you are justified in 
continuing to hold the stock, for should 


there be any improvement in earnings, this 
stock would be in a very good position. 





E. I. DU PONT & CO. 
(Continued from page 722) 








whether at any given time the stock is 
worth the price for which it is selling, 
or not. This much is clear, however: 
General Motors stock is now quoted 
around 14, which would make du Pont’s 
holdings equivalent to 112 for the stock 
of the latter company. As the du Pont 
stock is currently quoted around 114, it 
is evident that, if General Motors is worth 
what it is selling at du Pont’s other hold- 
ings, which were able to show net earnings 
of 5.5 millions in the first six months of 
the current year, or nearly $5.80 a share, 
are valued at $2 a share, the difference 
between 114 and 112. It is clear, there- 
fore, that either General Motors is too 
high, or du Pont is much too low. The 
latter seems the more probable of 
the two alternatives, in view of the 
strength of the motor industry, and 
the leading position of General Mo- 
tors. -Du Pont stock is, therefore, well 
worth watching when market condi- 
tions become somewhat more favor- 
able to long commitments. 





COMPROMISE CLEARANCE 
PLAN OFFERED 
(Continued from page 739) 








of joint stock land banks, in order to pre- 
vent unwarranted competition either with 
farm loan banks or other kinds of insti- 
tuitions. Now, however, the Attorney 
General holds that: “The Federal Farm 
Loan Act does not permit the Federal 
Farm Loan Board to refuse to charter a 
joint stock land bank on the ground that 
the Board believes that the territory in 
which the bank will operate, is adequately 
served by existing banks.” This prac- 
tically insures the issuance of charters to 
joint stock land banks whenever — such 
banks are applied for in good faith by 
persons with sufficient capital and respon- 
sibility. The decision, if adhered to, prac- 
tically insures the continued rapid growth 
of the joint stock banks. 

Some of the larger and more important 
questions of banking and credit that have 
been awaiting the return of President 
Harding “are now deferred until the new 
Executive can take time to familiarize 
himself with details. Of these probably 
the most urgent is the problem how. to 
“finance” the grain crop and whether to 
attempt any scheme of farm “relief” that 
would operate to assist the wheat raiser 
in the difficulties to which he is now said 
to be subjected. It is not expected that 
an immediate or positive answer to this 
problem can be shortly obtained, due to 
the pressure of business on the new Exec- 
utive. 
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DISCOVERED: THAT IN- 
DUSTRIAL WORKERS 
ARE HUMAN 
(Continued from page 746) 








course, he did! What manner of man 
is he-who will cheerfully admit that he is 
securely tied to his wife’s apron strings? 
‘hus were our industrial workers, unac- 
stomed to the world of finance, literally 
by no manner of means, figuratively— 
ed like sheep to the slaughter. 


Then came the-period of readjustment. 
ork slackened. There were the hand- 
nely engraved stock certificates. Then 
came the rude awakening. The victims 
oke with nothing but handsomely en- 
aved stock certificates, and empty 
cketbooks, life savings gone—stock cer- 
cates and a financial headache. 
If you looked at one of the financial 
aphs back in January, 1922, there 
ere just two prosperous sections in 
ese little old United States: Los An- 
les and the anthracite fields of Penn- 
lvania. These two sections were 
joying war-time prosperity. These 
aphs were an inspiration to the stock 
kers. They concentrated their fire. 
he results? Exceedingly satisfactory 
to the stock fakers. 
The miners fell; but not in such num- 
rs as did another class of workers. 
Miners, as a class, are a thrifty lot. Their 
work does not call for moving. Hence 
heir life’s ambition is a home. The next 
mportant industry in the anthracite re- 
m is transportation. Every coal-trans- 
rting railroad maintains, convenient to 
the mines, large forces in all its branches. 
\nd, these are the boys who fell hardest 
for the stock slicksters. 
On April 1, 1922, the miners went out 
strike. They weathered the six months 
-up pretty well, generally speaking. On 
ly 1, 1922, the railroad shopmen went 
their vacations. They had very limited 
savings, but handsomely engraved stock 
certificates. It wasn’t long, however, be- 
re the financial headaches developed. 
And local business men were asked by 
mmittees to contribute to funds to keep 
» strikers’ families from becqming mu- 
ipal charges. 


| oP oo @ MF & = OO 


Where Fake Promotion Leads 


In the last issue of THE MAGAZINE 

WALL Street, the writer discussed the 
fect fake stock promotion has on the 

‘rage American community by seriously 

mpering the financing of worthy local 
ndustries, in the making. But the effect 
loes not end there. 

If something is not done, and done 
ight now, sooner or later we shall 
ind that the cause for future indus- 
rial umrest can be traced directly to 
the companies peddling fake and near- 
fake securities. Industrial workers 
who awaken—and they are going to 
have an awakenng, too—to the worth- 
lessness of their “cherished” stock cer- 
tificates, are going to be fit food for all 
manner of wild-eyed, loose-tongued, 
dangerous radicals. The writer is not 
an alarmist; but he does believe in 
looking facts squarely in the face. It’s 
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105 South La Salle Street, Chicago 
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Municipal Bonds 
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We offer a well rounded service to individual 
investors, banks, and trustees. 
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U. S. Treasury Notes 
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Members New York Stock Exchange 


14 Wall St. New York 


























There are now some 
Common Stocks which 
attract speculative in- 
vestment attention be- 
cause of: 


Security of Principal 
High Rate of Return 


Possibility of Increase in 
Value 


Write for our Market Letters, and 
investment suggestions sent upon 
request, 


joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
61 Broadway New York 
Telephone Bowling Green 7040 
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much better to speak out in meeting. 

Whose responsibility is it to endeavor to 
check the promiscuous sale of the ques- 
tionable securities among the industrial 
workers? The workers themselves? It is 
true that it was, and is, their money that’s 
being swindled. But, they need the same 
strenuous education that characterized the 
sale of Liberty bonds. And this educa- 
tion, experience has proven, can best be 
handled by the employers in cooperation 
with a central clearing house in each com- 
munity. 

The communities that are employing a 
systematic campaign against the sale of 
questionable securities are working hand 
in hand with local employers and the 
banks, in cooperation with the Investors’ 
Vigilance Committee. Posters and en- 
velope inserts are freely distributed bring- 
ing as forcibly as possible to the atten- 
tion of industrial employees, as well as 
the general public, the advisability of in- 
vestigating before investing. In these edu- 
cational campaigns everyone is urged to 
withhold buying stocks and bonds until 
they consult, without charge, any bank or 
the local Chamber of Commerce acting 
as the central clearing house, as the case 
may be in the particular community. In 
most instances a comprehensive and im- 
mediate answer can be given. Where an 
investigation is mecessary this task is 
assumed by the Investors’ Vigilance Com- 
mittee, and the policy of this Committee 
is to always endeavor to report the same 
day the inquiry is received. 

Although Pennsylvania has been the 
fakers’ paradise, henceforth it is not go- 
ing to be quite such easy sailing for the 
stock promoters. The Blue Sky Law, 
passed by the last Legislature, became 
operative the first of this month. It pro- 
vides that, before any securities can be 
offered, registration with the State Com- 
missioner of Banking, Mr. Peter G. Came- 
ron, is required, and, if the proposition 
meets his approval a certificate, good for 
one year, is issued. This is revocable, 
however. To acquaint the public with the 
Law the week of August 6 was devoted 
by local Chambers of Commerce and simti- 
lar organizations to a strenuous publicity 
campaign in cooperation with Commis- 
sioner Cameron, the Pennsylvania State 
Chamber of Commerce, the Pennsylvania 
Commercial Secretaries’ Association and 
the Investors’ Vigilance Committee. Re- 
ports at this writing plainly indicate that 
the campaign had a most promising effect. 





THE SHIPPING OUTLOOK 
(Continued from page 702) 











power, Asia, Africa and South America 
have not been able to export as much as 
before the war, and correspondingly their 
own purchasing power and ability to im- 
port manufactured products has fallen off. 

As against this decline in the volume 
of foreign trade, there is a much larger 
tonnage available than before the war. 
America alone has some 12 million tons 
more than in 1914, as a result of the war 
and post-war demands for tonnage; Euro- 
pean countries lost some tonnage during 
the war, as a result of submarine attacks 


principally, but this was much more than 
counterbalanced by the active shipbuild- 
ing operations of 1919-1920, and the sei- 
zure of Germany’s merchant marine. 
Since then, Germany, on account of her 
depreciated currency, has found it profit- 
able to build and operate new ships even 
when the rest of the world was suffering 
from a surplus of tonnage, and has thus 
added to the existing plethora of ships. 

To supply enough traffic to keep the 
world’s augmented merchant fleets i: 
operation, there would have to be mucl 
more foreign trade available than ther: 
was before. Instead, for the reasons ex- 
plained, there has been less. These rea 
sons, the growth of economic nationalism 
the increase of Government restriction 
on business, the decline of European pur 
chasing power, and consequently of th: 
purchasing power of other countries large 
ly dependent on it, seem to be of a natur: 
which will not be removed within the im 
mediate future, at least. 

Even if we are right in assuming that 
American shipping will build up eventual- 
ly a skilled and experienced operating 
organization such as it has already on th« 
railroads, and will, therefore, overcome 
the handicap of higher labor and ma- 
terials costs, the total volume of traffic 
to be divided among the shipping of the 
world will remain inadequate for a long 
time to come, and the best that Ameri 
can shipping can hope for is a fair share 
of this inadequate volume of business. 





WHY A RECOVERY IN EVU- | 
ROPE BY NEXT WINTER | 
WOULD NOT SURPRISE | 
ME 
(Continued from page 696) 








garian empire. Sixty per cent of her pro- 
duction is exportable, wages are low, the 
currency is relatively stabilized; and she 
is the most prosperous of the war-born 
states. The Czechs are getting into the 
cotton markets of the world and are 
wresting markets from the English. All! 
this new state needs is a little time. She 
will require no outside help. 


Poland 


Poland is well-endowed with natura! 
resources, but state finances are in the 
money-printing category, and hopelessly 
chaotic until there be a general economic sta- 
bilization of Europe. Commercially, Poland 
is dependent on both Germany and Russia, 
and cannot rise to her opportunities and re- 
sources until they come back. Poland is an- 
other country that suffers from our re 
striction of immigration. Considering her 
political instability, her national newness 
and the fact that she was marched over 
six times during the war, besides later 
having the Bolsheviki get within sight o! 
Warsaw, Poland is doing as well as could 
be expected. Her difficulties would be 
easily resolved if the nations of Europ« 
would but get together around the coun 
cil table with the single purpose of restor- 
ing good will and mutual benefit. 

Conditions in Russia are now better 
than is generally believed. Industries 
are picking up as communistic control 
is lessened. Natural processes of re- 
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,abilitation are proceeding in Russia, 
just as they are in other countries, de- 
spite artificial barriers. Gradually the 
-hannels of trade are re-opening. In 
e markets of England, for instance, 
ussian eggs, butter, poultry and other 


oducts are being received every day. 
he Soviet government collects taxes in 
nd and so has agricultural products to 


arket abroad. Although there is still 
arth or famine in parts of Russia there [ ° i ah Peed 

ll be an appreciable volume of wheat An nchanging tility 
<ported this year. We must watch Rus- 


1. On the rapidity or slowness of her 


vival depends much of our own agri- seeinitietinmea -_ 
iItural policy. But without foreign co- goto may change our means: of 








eration it.gmay take her fifty years or transportation, our sources of artificial light, 


re to come back. our means of communication, but water re- 


The Conclusion mains a constantly needed utility. The securi- 


ties of water works companies present, to an un- 
On the whole, there is little in the pres- 
t status of Europe to encourage the \ 
ype of rapid recovery, and, therefore, not investor seeks. 
uch on which to base hopes of increase 


the volume of export business as far The twenty-six water works owned by this 


; it is dependent on profitable European ; ‘ 
arkets. The unique prosperity of France Company constitutes the largest group of pri- 


es not help us much because France vately owned water works plants in the United 
so self-contained economically. On the States. They are located mostly in large and 


ther hand, there is no mistaking the fact F os " hi Th 
iat, despite governments and their fail- growing communities, in thirteen states. e 


res and quarrels, the people of Europe majority of them have been under the same 
re coming back in their own ways, The management for more than twenty years, with a 
ictrine of salvation by the toil of their ; 
wn hands is pretty generally accepted 
»w. It was that or dissolution, and, when 
nally cornered, almost anyone will work The nature and favorable location of these 
» live. When people work and produce properties cause their securities, and those of this 
hey will find some way despite exchange 
roblems, reckless government financing, 
rinting-press money, political chauvin- investing public. 
m, communism, exaggerated nationalism, 
1onstrous map-making, and fear of civil 
imult and war, to satisfy their mutual 
ants. And the wants of Europe are 
iormous. They are the wants of 400,- 


10,000 of people, forced below their ac- American Water Works 


istomed standard of living, long without ° 
itisfaction of normal requirements, and & Electric Company 
antically eager to achieve well-being 
gain. INCORPORATED 


Moreover, I believe that the pres- r 

ure of those individual human ame 50 Broad Street, New York 
s gradually being massed to such for- 
nidable proportions that it will have 
lirect and dynamic politico-economic 
onsequences. These may come with 
tartling rapidity—even as a great dam 
uddenly yields to an unprecedented 
orrent. It would not surprise me if the 
am of distorted nationalism, antiquated 
iplomacy and oblique statescraft gave 


. : 
vay before next winter. I mean that the | Coffee Bonds 


rucial problem of the German repara- 


ions and the French occupation of the Sugar Oil Grain 


usual degree, the safety which every conservative 


record of steady growth and consistent earnings. 


Company, to offer unusual opportunities to the 
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Ruhr may by that time be disposed of, 
that the will to work will have crushed — 

the will to quarrel, and that all Europe Orders executed for Cash or Conservative Margin 
will study the composition of its difficul- PRIVATE WIRES THROUGHOUT THE SOUTH 
ties, problems, and disputes, instead of 
their complication, entanglement and gen- 

eral bedevilment. I mean that the “psy- F E x N E R Be B E A KR E 
chology” of Europe may change as that Members of 


f Italy changed when Mussolini grasped New York Stock Exchange New York Coffee & Sugar Exchange 
the government of that country. And, a ao... seer mee © Wee Gatanee 
really, all Europe elementally needs, is a Chicago Board of Trade 4 Asscciate Membeore of 
lifferent outlook—a spiritual regenera- New York Produce Exchange Liverpool Cotton Exchange 


tion, with the word “hate” eliminated NEW YORK: 27 William St. NEW ORLEANS: 818 Gravier St. 
from all dictionaries. 
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ismans 


for 
August 


discusses 


evidences that 


New Haven 


will weather 


the storm 


Also 


Reviews Markets 


Copy on request 


F. J. LISMAN & CO. 


20 Exchange Place, New York City 
Established 1890 
Members New York Stock Exchange 
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B. M. T. 
Nassau Electric R.R. 


Ist Consolidated 4s 1951 


Under the B. R. T. Reor- 
ganization these bonds are 
fully reinstated as an under- 
lying lien of the new B. 
M. T. Co. and will resume 
regular interest from July 1, 
1923. 


An adjustment of accumu- 
lated interest, to be received 
about Sept. Ist, will reduce 
present cost to about 49, 


Yielding 9Z 


Circular M.W.-15 upon request 


W2 Carnegie Ewen 
Investment Securities 


2 Wall Street New York 
Telephone Rector 3273-4 

















CURRENT BOND OFFERINGS 


New Issues Suspended—The Swiss 
Offering—Money Rate Situation 


USINESS during the past several 
B weeks has been extremely quiet, as 

forecasted in our last review of the 
new bond situation. The general apathy 
which has marked the attitude of in- 
vestors during the past few months has 
not ceased though lately signs of renew- 
ing interest on a small scale have been 
manifested. It is hardly likely, however, 
that a broad accumulating movement of 
investment securities will put in appear- 
ance until the present uncertainties, which 
shroud the business outlook disappear, 
and until investors themselves determine 
to take advantage of the undoubted op- 
portunities now extant in the investment 
list. 

An interesting feature of the past two 
weeks’ offerings was the $20,000,000 flota- 
tion of the Swiss Government 5% gold 
notes offered at about 97 to yield approxi- 
mately 6%. It is hardly probable that 
any other European Government, except 
Great Britain, could borrow money in this 
market at such comparatively low figures. 
This indicates, of course, the general 
esteem in which the Swiss Government 
is held and the general assurance which 


banking circles hold with regard to the 
financial integrity of Switzerland. Out- 
side of this issue and the small Phillipine 
Government offering there was little to 
distinguish the new bond market during 
the period under discussion. 

The money rate situation continues firm 
with possibilities of a slightly higher rate 
during the fall months. This, however, 
in itself is not likely to exert a formidable 
influence on conditions surrounding new 
bond issues. 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 

* Yield Of'd 

Amount (%) 
Atlantic City, N. J...$1,617,000 4.50 
Binghamton, N. Y.. 531,000 4.10-4.15 
Tonawanda, N. Y... 495,000 435-4.40 
State of Oregon.... 1,000,000 4.45-4.50 


PUBLIC UTILITY 
Interstate Public Ser- 
vice Corp. ........$7,192,000 


FOREIGN AND INSULAR 
Gov’t of Switzerl’d.$20,000,000 
Philippine-Gov't.... 2,000,000 


INDUSTRIAL 
Okonite Company... .$600,000 


” 


6.70 


6.00 
4.70 


7.00 




















WILL RATES BE LOWERED ON GAS COS? 
(Continued from page 732) 
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PEOPLES GAS~- This company has 
LIGHT & COKE ppractically a mo- 

nopoly of the gas 
business of Chicago. It does not supply 
any electricity. The stock is selling at 
about 88, yielding about 6.80%, which 
compares with a high of 99 and a low of 
5934 last year. The 6% rate has been in 
effect only since January 1923 and in June 
last, Samuel Insull, chairman of the 
board, made the statement that the com- 
pany had no dividend increase in contem- 
plation, neither did it contemplate any 
new financing. In January 1923, the cém- 
pany petitioned the Illinois Supreme Court 
for a revaluation of its properties and for 
the right to make up the losses alleged to 
have been caused from 1918 to 1920, 
which case is still pending. The Public 
Service Commission of the State has re- 
cently ordered small decreases in rates 
and it is reported that a strike is threat- 
ened September Ist by employees who 
are demanding a 25% increase in wages. 
If the company obtains a favorable de- 
cision in its case now before the District 
Court, the stock will probably do better, 
but the matter may be drawn out for 
some time and in view of the labor 
disturbance and the statement of the 
Chairman that no increased dividends 
were contemplated, the writer’s pref- 
erence would run to some other issue 
than Peoples Gas. 


UNITED GAS 
IMPROVEMENT 


In addition to op- 
erating the _ gas 
business of Phila- 
delphia under lease, the business of this 
company consists in building, purchasing, 
leasing and operating gas works and elec- 
tric plants. The company is interested in 


a large number of companies (principally 
gas) throughout the United States. 

Both the Preferred and Common stock 
are listed on the Philadelphia Exchange, 
each having a par value of $50 per share 
The Preferred stock is redeemable at $55 
per share and is entitled to 7% ($3.50) 
cumulative dividends in preference to the 
Common. The Preferred sells close to 
its redemption price, yielding only a shade 
over 6%. 

The Common stock paid regular divi- 
dends at the rate of 8% ($ per share) 
without interruption, from 1889 to 1920 
inclusive, a period of 32 years; in 1921 
and 1922 4% was paid and on Jan. 15, 
1923, the rate was increased to 6%. The 
operation of the Philadelphia Gas Works 
(under lease expiring 1927) has shown 
a loss for a number of years, averaging 
about $800,000 per annum. In 1920 and 
1921, however, this loss jumped to over 
2,600,000 and $2,700,000 respectively, 
which made necessary the dividend reduc 
tion, as the other ends of the business 
held up well. For 1922 the loss on the 
operation of the Philadelphia plants had 
been reduced to $895,682, making possibl 
the increase in the dividend rate to 6% 
Earnings for 1922 were at the rate of 
8.20% on the common, compared with 
3.77% for 1921. The company is ably 
managed and rich in cash assets. Owing 
to generally improving conditions a re- 
turn to the 8% dividend rate may be 
eventually expected. The stock has al- 
ways been very well regarded in the past, 
at one time selling as high as 175 and 
while its present price of about 50 may 
some day look cueap, the writer does 
not see anything startling in the issue 
at the present time. 
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THE SERI 


ARGE numbers of motorists who 
have always insisted on the best in 
everything they buy, are discarding their 
heavy, bulky, high-priced cars and are 
replacing them with the Studebaker 
Big-Six Sedan. 

And they tell us that, in every way, 
it represents precisely their conception 
of what a really fine motorcar should be. 

They are enthusiastic over their all- 
round satisfaction with the Big-Six be- 
cause of its dependability, surplus power, 





STUDEBAKER 


. 


BIG 


extreme comfort and the completeness 
and elegance of the appointments. 

The Series 24 Sedan—the finest car 
that has ever borne the name Stude- 
baker— presents a value unapproached 
by other cars at anywhere near the 
price, in this country or abroad. Its 
nominal cost of operation is a source of 
continual satisfaction. 

Everything for which one can wish 
in motoring convenience, comfort and 
utility has been provided—even to the 


SEDAN 


two extra disc wheels complete with 
tires, tubes and tire covers; handsome 
nickel-plated bumpers, front and rear; 
roomy trunk and many other features. 


The moderate price of the Sedan is 
due to large volume, the manufacture 
of all vital parts in Studebaker plants 
and Studebaker’s vast physical and 
financial resources. 

After 71 years of service, the name 
Studebaker enjoys confidence and re- 
spect more than ever 


Partial List of Equipment of Big-Six Sedan—Two 
extra disc wheels complete with cord tires, tubes and tire 
covers. Nickel-plated bumpers, front and rear. Com- 
modious trunk. Automatic windshield cleaner, rear- 
view mirror and glare-proof, glass visor. Courtesy light, 
coach lamps, dome and rear corner reading lights and 


combination stop-and-tail light. Motometer with lock 
and ornamental radiator cap. Automatic gasoline signal. 
Aluminum-bound running boards with corrugated rub- 
ber mats and step pads. Aluminum kick plates. Heater, 
vanity case, smoking set and flower vase. Snubbers. 
Eight-day clock. Upholstery of rich mohair velvet plush. 


Power to satisfy the most exacting owner 





— 


1924 MODELS AND PRICES—f. 0. b. factory 





LIGHT-SIX 


5-Pass., 112” W. B., 40H.P 


SPECIAL-SIX 
s-Pass., 119” W. B.. soH.P 


BIG-SIX 
126° W.B., 60H.P 


7 Pass . 





7entee.. « + « oe 
Roadster(3-Pass.) . 975 
Coupe-Road.(2-Pass.) 1225 
Sedan oes 1550 








Touring. . . . « $1350 
Roadster (2-Pass.) . 1325 
Coupe (5-Pass.) . . 1975 
Sedan 2 « 2050 


Touring . a 
Speedster (5-Pass.) . 
Coupe (5-Pass.) . 
Sedan ° « 








The Studebaker Corporation of America, South Bend, Indiana 
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120 Broadway 


Brooklyn 
Edison 
Company 


The investment rec- 
ord and future pros- 
pects of this Company's 
stock are discussed in 
our circular which we 
will be glad to send 


upon request. 


L.F ROTHSCHILD & CO. 


MEMBERS NY. STOCK EXCHANGE 








New York 














“Serving a Nation” 


An interesting, illustrated book- 
let describing the diversified 
activities of the more than 100 
subsidiary properties of Cities 
Service Company, has been pre- 
pared by Henry L. Doherty 
& Company. 


Serving a Nation also de- 
scribes the foundation, policies 
and operating methods of the 
Cities Service organization, 
effectively showing the essen- 
tial nature of the various com- 
panies whose earnings are ap- 
plied to the payment of interest 
and dividends on— 





Cities Service Securities 


Send for Circular P-18 and 
a copy of “Serving a Nation.” 

















UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Invest- 
ment Asked 
Grade Price 

Adirondack Power & Light Ist & Ref. 5s, 1950 

Adirondack Electric Power Ist 5s, 1962 

Alabama Power Co. Ist 5s, 1946 

Appalachian Power Co. Ist 5s, 1941 

Appalachian Power Co. 7s, 1986 (Non-Callable) 

Ashville Power & Light 5s, 1942 

Carolina Power & Light Ist 5s, 1938 

Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 

Colorado Power Co. Ist 5s, 1953 

Consumers Power Co. (Mich.) Ist 5s, 1936 

Electrical Development of Ontario 5s, 1933 

Grest Northern Power Co. Ist 5s, 1935 

Great Western Power Co. 5s. 1946 

Hydraulic Power Ist & Imp. 65s, 1951 

Indiana Power Co. 7%s, 1941 

Idaho Power Co. 5s, 1947 

Laurentide Power Co. Ist 5s, 1946 

Madison River Power Co. Ist 5s, 1935 

Mississippi River Power Ist 5s, 1951 

Nebraska Power Corp. Ist 6s, 1949 

Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 

Penn.-Ohio Power & Light 8% Notes, 1930 

Puget Sound Power Co. Ist 5s, 1983 

Salmon River Power Ist 5s, 1952 

Shawinigan Water & Power Ist 5s, 1934 

Southern Sierra Power Co. Ist 6s, * 

pS nt Se ae co cccccccccecsuesceccoecceccecces Bis 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 

Burlington Gas & Light Ist 6s, 

Buffalo General Electric Ist 5s, 1939 

Cleveland Elec. Ill. Co. 5s, 1939 

Cons. Cities Light, Power & Traction Ist 5s, -e 
Dallas Power & Light 6s, 1949............ soageooencecosoosensts sve 
Denver Gas & Electric Ist 5s, 1949 - 
Evansville Gas & Electric Ist 5s, 1932 

Houston Light & Power Ist 5s, 1931 

Indianapolis Gas Co. Ist 5s, 1952 

Nevada-California Electric Ist 6s, 1946 

Oklahoma Gas & Electric Ist & Ref. 7%s, 1941 

Oklahoma Gas & Electric 1st Mtge. 5s, 1929 

Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 

Syracuse Gas Co. Ist 5s, 1946 

Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953 

United Light & Railway 5s, 1932 


o- 
TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932 

Detroit United Railway Ist Coll. 8s, 1941 
Galveston-Houston Electric Railway Ist 5s, 1954 
Kentucky Traction & Terminal 5s, 1951 
Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 
Memphis Street Railway 5s, 1945 

Northern Ohio Traction & Light 6s, 1926 
Nashville Railway & Light 5s, 1953 

Schenectady Railway Co. Ist 5s, 1946 

Topeka Railway & Light Ref. 5s, 1953 


ee 


289838 


S288 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants) 

American Gas & Electric 6s, 2014 

American Power & Light 6s, Series A, 2016 

Federal Light & Traction Ist 5s, 1942 

General Gas & Electric s. f. 7s, 1952 

General Gas & Electric Ist 5s, 

Middle West Utilities 8s, 1940 = 
Standard Gas & Electric 7s, 1941 -. 108% 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. ot Canada Ist 5s, 1925 ; 9834 
Chesapeake & P Tel. Co. (Va.) Ist 5s, 1943 on 95% 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 i “ae 95 

Western Tel. & Tel. Collateral Trust 5s, 1932 ee 96% 
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MARKET DULL AND UN- 
CHANGED 


Trading in Unlisted Bonds of Public 
Jtility Companies Is Negligible— 
New Offerings Small 


ARKET for unlisted bonds of pub- 
M lic utility corporations continued 
to be a dull affair, and August was 
usvered in with very few inquiries for 
th se issues. As the partner of one house 
w! ich does a very large business trading | 
) unlisted utility. issues, aptly stated 
n asked as to the condition, “there 

t any market.” 
rices on the whole continued steady 
h a few small advances in prices reg- 
sired by some issues which changed 
aids. There is still some expectation 
t delayed usual July investment de- 
id may come to life the latter part of 
month. Conditions in the market now 
< better than they have for several 
» nths. The offering of Illinois Bell 
‘lephone Co., aggregating $50,000,000, 
fected in June, has been the only large 
fering which has materiliazed in this 
icid since June. It has been noticeable 
t public utility financing has been ex- 
remely light, so that the market has had 
a chance to digest the large amount of 
ssues which came out earlier in the year. 
The success which attended one large 
issue recently on the part of a steel com- 
iy, is no doubt restraining new offer- 
nes of all classes of bonds for the time 

ng. 

)ffering of the Swiss bonds a short 
tile ago is taken as being a test of the 
narket, and, as the issue was reported as 
eing well taken, it is probable that within 
» month of August several offerings of 
w public utility issues may be brought 
Sources which usually are well in- 
ormed and which keep a record of new 
inancing by public utility companies, 
lace July new financing through the me- 
um of bonds at $26,000,000, the lowest 

many months. 
More optimistic sources believe that, 
ginning in September, some good im- 
rovement in the bond markets can be 
expected which would naturally be re- 
lected in better prices for the unlisted 
lity issues. They point out that, while 
sines will be healthy during the latter 
art of this year, they do not look for 
y boom and argue that this will result 
in a diminished demand for capital on 
e part of big business. They also point 
it that the despatch with which freight 
now being moved compared with a 
ar ago, is releasing large sums which 
ere tied up a year ago while merchan- 
se was in transit or held by the rail- 
ads for long periods prior to being 

oved. 

However, the bond markets so far have 
failed to come up to expectations, and it 
remains to be seen whether higher prices 
will be forthcoming. With several new 
public utility issues expected to come on 
the market and crop-moving season im- 
r 
i 
I 
1 
i 


a 
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inent, the prospective purchaser of these 
sues need be in no great hurry to buy. 
: is indicated that he will be able to pick 
p good issues at least at current prices 
1 small lots within the next few weeks. 
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Southern Bonds 
backed by 


Facts and Figures 


25 RAILROADS 
8 INDUSTRIALS 
4 STREET RAILWAYS 
Z PUBLIC UTILITIES 
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“AVERAGE PRICE « OF -40- BONDS < 


NVESTORS in 
Caldwell 7% First 
Mortgage Bonds do 
not depend upon 
generalities regard- 
ing valuations and 
incomes of mort- 
gaged properties. 


Easily proved facts and 
figures are available on 
every bond issue and 
will convince you that 
Caldwell 7% Bonds 
have as great or greater 
security than the high- 
est grade 612% and 6% 
bonds on similar prop- 


erties located nearer 
to northern and eastern MARKET STATISTICS 
financial centers. N.Y.Times 


P P N.Y.Times Dow, Jones Avgs. ——50 Stocks—~ 
ewig sooae a ow 40 Bonds 20Indus. 2( Rails High Low Sales 
ave long realized the Friday, July 27 88.37 78.12 80.72 79.07 793,200 
normally strong de- Saturday, July 28 . 87.33 77.40 79.13 78.24 ,992 
mand for capital to Monday, J 88.11 78.13 78.94 77.54 
finance the steady Tuesday, July 31 . oo ao ae 77.27 
Wednesday, Aug. 1... . 87.96 91 8.90 77.79 
—_ of . 1a Thursday, August 2... ‘ 88.20 77.28 79.49 
Southern cities. Friday, August 3...... -ZCwanerk ec 
Caldwell & Company, a Saturday, August 4... . 87.20 76.78 78.05 
. gocequees el on Monday, August 6.... . 88.51 78.02 78.95 
<abautas Ge cael aan Tuesday, August 7.... . 89.55 78.36 79.41 
2 complimentary copy of Wednesday, Aug. 8... 76.39 89.55 78.36 79.64 
mF 2] ail sive Thursday, August 9... 76.39 88.67 77.90 78.71 
you the real facts and 
a ag and ous vee 
or ° 
this book before deciding “STOCK: MARKET+« AVERAGES: 


on your next investment. 
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Just send your name and address 


M 25 RAILROADS 


Caldwell & Co. B25 INDUSTRIALS 


aX COMBINED AVERAGES 
INVESTMENT BANKERS OF 25R.R.6-25 INDUSTRIALS 


Dealers in Southern Municipals and 
First Mortgage Bonds 
714 Union Street 
Nashville Tennessee 
OFFICES IN PRINCIPAL CITIES 
Saeeeeeeeeeeeeeeee ee e0ee8 


Please send me a Complimentary copy of 
“THE SOUTH’S ANSWER” and Cur- 
rent Offering List. 
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WHAT POINT HAVE WE 
REACHED IN THE IN- 
VESTMENT CYCLE? 
(Continued from page 694) 











ket. It works out the same way in a 
wnward market except, of course, that, 
tead of the mass of investors buying, 
y sell or, at least keep aloof from in- 
stments. 


The Stage We Have Reached 


This is approximately the stage we 
ve reached in the investment cycle. 
ry likely, a great deal of the selling 
s already been completed, and inves- 
$ are now in a waiting position. Yet 
fact that individual prices are in so 
iny cases attractive is of no particular 
nsequence to the rank and file of inves- 
s especially the untrained investor, be- 
use until he is assured that’ there will 
plenty of others to buy along with 
him, he is altogether likely to keep his 
funds in the savings bank or in some 
ier equally convenient depository. 

The question now is at what point may 
the investor be expected to shake off his 
pathy and renew his interest in the 

urse of the security markets. Certainly 

other well-sustained rise in prices would 
see him joining the throng ®f buyers, for 
that is precisely what he is waiting ‘=>. 
vents, indeed, seem to be shaping them- 
sclves toward such a development. In 
the first place, there are reasons for be- 
lieving that the business situation will 
strengthen during the fall; in the second, 

the possibility of a more favorable ad- 
justment of European economic condi- 
tions which would undoubtedly have an 
enormously stimulating effect on the mar- 
kets. In any event, there seems little 
rround for the theory of certain well- 
meaning economists to the effect that we 
ire heading toward a man’s sized depres- 
sion, 

It is unfortunate, of course, for the 
rank and file of investors that by the 
time the favorable change in business 

mditions materializes, security prices 
vill have discounted the new situation to 

large degree. It is at that point that the 
untrained investor will feel sufficiently en- 
raged to make his commitments. Ob- 
viously, he will buy at the wrong time. 
The canny investor, however, will pursue 
different tactics as he is, in fact, now do- 
ing.. He will quietly select favorable invest- 
ment opportunities. He will take advan- 
tage of the general gloom which seems 
surround the investment markets and 
he will thus acquire his investments at 
low prices. 

In a nutshell, the present period of 
doubt and waiting furnishes a good 
opportunity to careful students of se- 
curity values. Many good stocks and 
honds have descended io comparative- 
ly unwarranted levels, and can be had 
at really attractive yield basis. Of 
course, it takes courage to buy at such 
a time as the present when pessimism 
and doubt is so prevalent, but the suc- 
cessful investors are those who wait 
or just such an opportunity. Solid in- 
vestments bought at this time should 
produce the favorable results that can 
naturally be expected of them. 
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To Insure Profits 


Pian Your Budget on 
Sound Cost Accounting 


“It is one thing to make the Plan 
quite another to work the Plan’”’ 


PROFIT, in a large measure, is the 
elimination of LOSS. To be eliminated, 
Loss must be accurately detected. 


Adequate €ost Accounting—Account- 
ing Control—locates Loss, shows where, 
how, when, and in what amount it oc- 
curs, and points out the remedy. 


Only thru Cost Accounting can the 
factors that enter into the Budget— 
always planned to insure Profits—be 
determined and controlled. 


Present business conditions demand 
adequate and sound Cost Accounting, 
devoid of frills, and administered by a 
competent organization of experts of 
wide and varied experience. 


ERNST & ERNST 


AUDITS — SYSTEMS 
TAX SERVICE 


NEW YORK CHICAGO CLEVELAND INDIANAPOLIS NEW ORLEANS 

PHILADELPHIA MINNEAPOLIS BUFFALO TOLEDO DALLAS 

BOSTON ST. PAUL PITTSBURGH ATLANTA FORT WORTH 

PROVIDENCE sT. Lours DETROIT RICHMOND HOUSTON 

WASHINGTON KANSAS CITY CINCINNATI BALTIMORE DENVER 
MILWAUKEE 























CANADA—A Field for Investment 


Canada today offers the American Investor a prolific field for investment. Interest returns 
are higher, profit possibilities greater, and safety unquestionable. 

Those who wish to keep in touch with conditions and opportunities in Canada should 
subscribe to and study carefully each week 


Che Financial Times 
Canada’s Leading Financial Publication 
Issued once each week, this publication covers thoroughly business and financial conditions 
in Canada from Coast to Coast. 


Subscribers have placed at their disposal our Inquiry Department, which answers without 
cost all inquiries regarding investments or business in Canada. 


A sample copy will be mailed upon request. $3.50 per year, $2.00 six months. 


THE FINANCIAL TIMES 
PUBLISHING COMPANY, LTD. 


333 Craig Street, W., Montreal, Que. 34 King Street, W., Toronto, Ont. 
CANADA 




















Hydrox 


Corporation 
7% Preferred 
To Yield 7.25% 


LATEST information 

regarding this com- 
pany’s present remark- 
able business and pros- 
pects will be gladly sent 
on request. 


TOBEY & KIRK 
Members New York Stock Exchange 
' Founded 1873 


25 Broad St., New York 
208 So. La Salle St., Chicago 

















Our Market Letter 
Contains— 


1. Comprehensive dis- 
cussions of the fun- 
damental conditions 
affecting security 
prices. 


. Analysis of particu- 
lar securities. 


3. Investment sugges- 
tions. 


Published every two weeks, it 
constitutes a valuable service 
to the stock and bond buyer. 


Current issue on request 


SHONNARD & CO. 


Members of N. Y. Stock Exchange 


120 Broadway, New York 


Uptown Office: 
Harriss Colonnade Bldg., 225 W. 57th St. 














IMPORTANT ISSUES 
Quotations as of Recent Date* 


American Arch (8P) 
American Book Co. (6).... 85 — 90 
American Cyanamid (4).... 46 — 49 
Pfd. — 68 
American Thread pfd. ..... 3Y4— 4 
American Type Founders (6) 71 — 74 
Pfd. (7) 97 —100 
Atlas Portland Cement (4). 69 — 75 
Babcock & Wilcox (7) —104 
Borden & Co. (8) —114 
Pfd. (6) —103 
Bucyrus Co. — 35 
Pfd. (7) —107 
Celluloid Co. (6) — 90 
Childs Co. (8) —137 
Pfd. (7) —109 
Congoleum Co., Ist pfd. (7P) 97 —100 
Congoleum com. (8) —208 
Crocker Wheeler (2) — 45 
Pfd. (7) — 9 
Curtiss Aero & M. ......... — 8 
Pfd. — 33 
Jos. Dixon Crucible (8)... .137 
Gillette Safety Razor (12P)}242 
Ingersoll Rand (8) 
McCall Corp’n 


New Jersey Zinc (8P) 150 —153 
Niles-Bement-Pond — #4 

Pfd. (6) — 9 
Phelps-Dodge Corp’n (4) —165 
Poole Engineering (Maryland) : 

Class A w. i 20 — 25 

Class B w. i — 14 
Royal Baking Powder (8)..122 —130 

Pfd. (6) —100 
Safety Car H. & L. (6).... 82 — & 
Savannah Sugar — 60 

Pfd. (7) — 82 
Singer Mfg. Co. (7) 110 —112 
Superheater Co. ($8P) 117 —122 
Thompson-Starrett (4) .... 58 — 65 
Victor Talking Mach. (8).. .. 155 
Ward Baking Co. (8) —108 
White Rock (5) — 44 

2nd Pfd. (5) — 56 

Ist Pfd. (7) 
Yale & Towne (4) 

* Dividend rates in dollars per share 
designated in parentheses. 

+ Listed on N. Y. Curb Exchange. 

P—Plus Extras. 

x—Ex-Dividend. 





Market Quiet and Firm 


TOCKS in the Over-the-Counter 
market were quiet and firm during 
the fortnight just ended. Price 


changes were few in number and sma! 
in extent, and vacation-time dulness was 
general. 
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American Cyanamid’s Position 


UCH interest was evinced in Over- 

the-Counter circles in the forth- 

coming annual report of the Amer- 
ican Cyanamid Co. There is good rea- 
son to believe that stockholders will be 
very pleasantly surprised when the official 
figures are forthcoming. 

The American Cyanamid Co. is gen- 
erally rated as a mere fertilizer concern, 
and the prostration of the fertilizer in- 
dustry has led to the assumption that 
American Cyanamid must be in a poor 
trade position. As a matter of fact, the 
opposite is the case. 

The company is actually engaged in a 
highly diversified field, and derives reve- 
nue from a number of important sources 
entirely apart from fertilizer. Briefly: 
Its basic product is Carbide. This is sold 
directly, or used as a source of manu- 
facturing Acetylene. Also it is used for 
the manufacture of Cyanamid. Cyanamid 
can be sold direct for use as a fertilizer 
itself, or it can be sold for use in ferti- 
lizer compositions, or it can be used as 
the source of Cyanide. Cyanide may be 
and is extensively used itself for the 
treatment of low-grade ores and in 
metal refining; it is also used in recov- 


ering gold from tailings. Or it may be 
used as a source of Hydrocyanic Aci 
The latter is used in many chemical proc- 
esses, including dye-making; it is also 
extensively used as a spray for fruit 
trees. Thus, we have the American Cyan- 
amid Co. manufacturing, from its basic 
product, a series of by-products used fo 
illumination, fertilization, ore treatment 
and refining, dye-making, tree-sprays, etc 
—manifestly a highly diversified line. 

As a result of this diversification, 
American Cyanamid has been able to de- 
velop its affairs quite independently oi 
the fertilizer industry, and this it ha 
done with great success. Typical of the 
company’s activities may be cited its. ex 
perience with hydrocyanic acid, which it 
has developed from a small side-line int: 
a producer of very substantial revenues 
Thus, with the fruit growers of Califor- 
nia alone, American Cyanamid has al 
ready built up a business in its acid spray 
from nothing to a-.gross of over $2,000, 
000 a year. Similar advances have beer 
made in the manufacture and sale o 
other by-products. 

The company is well equipped, physi- 
cally, to handle its enlarged business. It 
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has modern and ample plant facilties at 
Niagara Falls. 

Hints as to what the forthcoming an- 
nual report may show, as given out in 
Over-the-Counter circles, are highly en- 
couraging. A balance of well over $20 
per share is expected for the common 
stock. This would compare with a small 
deficit shown in the year to June 30th, 
1922, and is an impressive indication of 
the expansion that has been effected in 
the company’s scope. 

Financially, the company will show it- 
self in a stronger position than ever be- 
fore in its history. “It has no funded debt 
and no loans. It has ample working capi- 
tal, including over $3,000,000 in bonds and 
cash—or the equivalent of more than half 
the preferred stock in this highly liquid 
form. 

Higher Dividend Likely 

From quarters whose information is 
highly reliable, it is learned that the di- 
rectors are likély to give serious consid- 
eration to adoption of a higher dividend 


rate on the common stock at the October 
meeting. The company’s capitalization 
consists of $5,595,900 cumulative pre- 
ferred stock and $6,594,300 common stock, 
both of par value $100. As said before, 
there is no funded debt. In view of these 
facts, and the big upswing in earnings 
which the development of its by-product 
business has enabled the company to bring 
about, there would certainly seem ample 
justification for an increase from the 
present common rate of $4 per share 
to $6. 

Semi-officially, this Department is also 
advised that the directors now have under 
consideration applying to list the stock 
on the New York Exchange. 

American Cyanamid common is now 
available in the Over-the-Counter market 
at $50 per share. The offered yield at 
that price is 8%. Disregarding talk of a 
dividend increase, listing, etc., there seems 
ample justification for recommending the 
issue as an unusually attractive business 
man’s speculation at current levels. 
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500,000 right under the noses of the lords 
of Wall Street. His touch was goldeu, 
railroads, tractions, banks, he built a 
mighty financial empire following the 
simple theory of putting out two stock 
certificates where only one had been be- 
fore. When he finally retired in 1908 he 
controlled thirty large corporations and 
financial institutions. 

He belongs to a past generation of 
financiers and during the muck-raking era 
was subjected to savage attacks. Accord- 
ing to the late Alfred Henry Lewis, T. F. 
Ryan could tie more knots with his toes 
than one could unravel with fingers. His 
son, Allan Ryan, in attempting to emu- 
late the titanic coups of his father, has 
met with indifferent success. 

The fortune of the elder Ryan is esti- 
mated at between $50,000,000 and $100,- 
000,000. 


Percy Rockefeller, Field and Duke 


Of the three remaining of our list 
Percy Rockefeller and Marshall Field, 
3rd, are rich men’s sons. The former is 
the heir of the late William Rockefeller, 
favorite brother of John D. Rockefeller 
and co-builder of the Rockefeller for- 
tunes. Percy Rockefeller entered his fa- 
ther’s office upon leaving Yale and is now 
identified with an imposing list of com- 
panies and financial institutions. His 
name is frequently heard in connection 
with the big matters in Wall Street. He 
is forty-five years of age, or only five 
years past the age, according to Henry 
Ford, when a man is properly equipped 
to make money. 

James B. Duke, like T. °F. Ryan, is a 
southerner, having seen the light of day 
at Durham, North Carolina, in the year 
1857. He set out to accomplish in tobacco 
what John D. Rockefeller accomplished. 
He succeeded. The American Tobacco 
Co. is his chief financial monument, but 
his interests here and abroad where he 
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founded the British-American Tobacco 
Co., are very large. 

Marshall Field, 3rd, is the chief heir 
to the $150,000,000 Marshall Field estate. 
Although only 30 years old he has proved 
that a wise head may set occasionally on 
young and rich shoulders and at the head 
of a rising young bond house in New 
York City, is winning his spurs as a busi- 
ness man. He appears more likely to in- 
crease the Field fortune rather than de- 
plete it. 


Doubtless some of our readers will take 
exception to our list of America’s ten 
richest men. Consensus of opinion must 
needs be the ruling factor in making such 
a choice, since multi-millionaires are not 
in the habit of making statements in ref- 
erence to their wealth. John D. Rocke- 
feller when once asked how much he was 
worth replied that he didn’t know, as he 
had never taken the trouble to figure it 
out. Doubtless an entirely truthful an- 
swer. 

Other names which suggest themselves 
as candidates for a category of the ten 
richest are: N. F. Brady, W. W. Fuller, 
John S. Shedd, T. B. Walker, J. P. Mor- 
gan, E. H. R. Green and H. F. Sinclair, 
not to mention such as S. P. Colt, W. A. 
Clark, C. F. McCormick, C. M. Schwab 
and E. J. Berwin. In another class of 
“family fortunes” might be mentioned the 
millions of the Pratts, Mellons, Vander- 
bilts, Weyerhausers, Astors, Stotesburys 
and Drexels. 

In, 1920, there were 150 individuals who 
paid taxes on incomes of $1,000,000 or 
more. These United States contain not 
only the richest individuals, but by far 
the greatest number of wealthy individ- 
uals in the world. 





Established 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 





N. Y. Cotton Exchange Bidg., N. Y. 
55 Congress St., Boston 


Orders executed for future de- 
livery on the following Exchanges 
of which we are members: 


COTTON 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchanges, Inc. 


COTTON SEED OIL 


On the New York Produce 
Exchange 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 


























Buying Stocks 
at Current Prices 


Many seasoned shares are 
now selling at abnormally 
low prices in sympathy 
with the general market 
inactivity. 


We have issued a special 
circular listing several 
stocks which seem to offer 
the most favorable possi- 
bilities in the event of a 
better market this fall. 


Ask for Letter M 


SuTRO & KIMBLEY 
Members New York Stock Eachange 
Sixty-six Broadway 
New York 





























A Weekly Bond 


Quotation Record 


= 


We distribute a special 
booklet giving informa- 
tion which every hold- 
er of listed bonds 
should have. In it are 
covered: 


1. Total weekly sales 
2. High and low, 1923 


3. Income at current 
prices 


4. Yield to maturity 
5. Prices, 1906 to date 


as well as other impor- 
tant data such as in- 
terest and call dates 
and call prices. 


A copy will be sent gratis 
upon request. 


Floyd-Jones, Vivian & Co. 
INVESTMENT SECURITIES 
Members New York Stock Exchange 


14 Wall Street, New York City 














For a Timely 
Investment 





Send for the Description of 
an Unconditional Guaran- 
teed Bond Yielding 6.90% 


This bond is suitable for 
investors who desire at- 
tractive yield and strong 
It offers a par- 
invest- 


security. 
ticularly timely 
ment because of its 
safety and income return. 


Ask for Circular M-60 
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State of Texas 
Dubuque, 

San _ Francisco, 

St. Petersburg, Fla... 
Omaha 
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San Diego, Cal 
Maricopa County, Ariz 
Shreveport, La. 
Cleveland Schl. Dist. (West Park) 
South Dakota 
South Dakota 
Charleston, S. 
Los Angeles, Cal 
Omaha 


&: 
Muskogee, Okla. 
Memphis, Tenn. 
Cranston, R. 
Philadelphia, Pa. 
Cincinnati 
Illinois 
Galveston, Tex. 
State of Iowa 
Baltimore, Md. 
Milwaukee, Wis. 
Oregon 
North Dakota 
Madison, Wis. 
Summit County, Ohio 
Mississippi 
North Carolina 
Knoxville, Tenn. 
Perth Amboy, N. J 
7. Mich. 

etroit, Mich. 
New York City 
New York City 
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New York State 
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HIGHER GRADE MUNICIPALS 


N—Legal for Savings Banks in New York State. 


Rate Approximate 
Interest Maturity Yie 
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Aug. 1943 
March 1936 
June 1961 
une 15, 1925 
eb. 16, 1952/42 
June 2, 1925 
Aug. 1942-43 
May 1925-63 
Dec. 1934-40 
Mar. 1936-37 
July 1920-42 
1928-29 


Jan. 1942 
1925-28 

Oct. 1925 
— 1925 
an. 1962 
Sept. 1924 
1940-50 
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degrees of people who engage in securi- 
ties, from the small investor who buys a 
few shares once a year, to the profes- 
sional operator who swings a big line. To 
a large extent the quality of his judgment 
determines the degree of his success, or 
shapes his failure. 


The Quality of “Equipoise” 


Mr. Watts refers to “equipoise”—that 
nice adjustment of the faculties one to 
the other “which goes to make a man’s 
judgment good.” One may be possessed of 
all necessary qualities except a few. Fre- 
quently we find traders with good judg- 
ment except in the matter of taking 
profits; they seem to know when to buy, 
but not how long to hold. They are apt 
to hang on too long, thus losing oppor- 
tunities to take a good profit, or letting 
a profit run into a loss. One of the best 
of our stock-operating magnates has made 
his great success through his faculty for 
taking profits when they were to be had, 
and not waiting, as some of his contem- 
poraries did, in the hope of realizing 


larger profits. He is an example of en- 
gineering knowledge, combined with a 
character peculiarly suited to manipula- 
tive and stock-market operations. 


Are You Suited to Speculation? 


Of course everyone is not by nature 
fitted to become an expert in Wall 
Street, any more than he is qualified 
as a builder because he erects his own 
house. But to a certain degree most 
of us have some of the requisites, and 
it is up to us to find out how many 
and how much before we wade in too 
deeply. 

It is very important, however, that 
those who propose to undertake the busi- 
ness of trading in stocks should learn 
whether or not they are especially fitted 
therefor. It is well to determine this at 
an early stage of one’s proposed career 
and to limit the cost of one’s self-exami- 
nation to a very small amount. One can 
learn the rudiments without any trading 
at all, and he can practice on paper long 
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before he undertakes to trade in even 
small lots of actual stocks. 

Not every one is gifted with courage 
in speculative decisions. Lots of people 
an figure out good opportunities, but 
when it comes to putting down and risk- 
ing their money on their own judgment, 
they lack the necessary courage. This 
requisite must grow out of experience and 
self-reliance, for regardless of whatever 
nvestigations and decisions are arrived at, 
these are of no value unless one has the 
ourage of his convictions—the decision 
o act when he sees an opportunity. A 
xood trader in stocks requires not only 
sourage in taking a position, but in hold- 
ng it. Also, he must not have such an 
umount of over-courage that he puts him- 
self in a position of jeopardy. It is right 
o be bold, but not over-bold. 

Mr. Watts’ paragraph on the value of 
prudence in speculation, calling for a cer- 
tain alertness and watchfulness, will bear 
reading and committing to memory by any 
one who is interested in this art. He terms 
the “three graces” of speculation, Pru- 
dence in contemplation, Courage and 
Promptness in execution. Most people 
lack prudence in speculation, for they vio- 
late one of the first laws in over-trading. 

The quality of pliability is one which 
is certainly lacking in the majority who 
come into Wall Street. Seventy to eighty 
per cent of them are married to the buii 
side of the market. They always buy be- 
fore they sell. They do not realize the 
danger of such a position nor the advan- 
tage in going with the trend of the mar- 
ket. Real pliability in a trader means that 
quality which enables him to be a bull 
one moment and a bear the next, because 
he has seen danger on the bull side and 
opportunity on the bear side. Unless he 
can wipe his slate clean of previous im- 
pressions and adopt a new point of view 
in short order, he will never make a suc- 
cessful trader. He can, of course, become 
an investor who awaits a low market in 
which to place his funds, and a high mar- 
ket in which to realize; but we are speak- 
ing now of trading or speculating in 
stocks as an art, a profession or a busi- 
ness. 

The latter part of Mr. Watts’ rules con- 
taining his “Laws Absolute” scarcely needs 
comment, for here are the real principles 
which underly the success of every one 
who has ever done well or who has ever 
become prominent in the field of specula- 
tion—the rule of cutting losses short and 
letting profits run, and buying or selling 
with the market instead of against it—a 
rule usually reversed by the public. 

But the real fundamental principle 
which, as Mr. Watts says, lies at the base 
of all speculation and which requires the 
mind “to be kept clear and the judgment 
trustworthy,” demands a great deal more 
than is stated in that brief sentence, for to 
comply with this requirenent means that 
one must study, practice, gain experience 
and become efficient. He cannot do this 
in a day, a week or a year, in this busi- 
ness or in any other. He should under- 
take it in the same careful, patient and 
persistent way that any other business is 
entered, and, like every other pursuit, the 
final result depends upon the amount of 
time, thought and energy which is devoted 
to it. 


for AUGUST 18, 1923 












An Ideal Bank Investment 


The Direct Municipal Obligation of the richest County in 
one of the richest States in the Union. Secured by an agri- 
cultural and mineral wealth of ONE HUNDRED AND 
FIFTY MILLION DOLLARS, backed by the moral obli- 
gation and entire resources of one hundred and ten thousand 
good American citizens with a total debt of LESS THAN 
ONE PER CENT. 

These Municipal Notes, discounted for one year at 5%, 
yield 5.25%, and being free from all Federal Income Taxes 
(which means the Corporation Tax to which you are sub- 
ject), makes this investment equivalent to 


6% NET RETURN TO YOUR BANK FOR ONE YEAR 


The total issue of Notes outstanding is $500,000 (of which 
only $100,000 are now available), and this, coupled with the 
short maturity, makes this investment at all times a liquid 
or easily convertible asset for you to hold. 


Kindly telephone or telegraph at our expense if you are in position ta 
take advantage of this investment opportunity and with further particulars. 


B jon Gordo 
Be CIP AL Doe 


89 LIBERTY STREET Dg 
NEW YoRK 

























Telephones Cortlandt 2815, 2816, $183, 3184 










































Special 


Vacation Offer 
To News Stand Readers 


Have The Magazine of Wall Street 
follow you to your summer retreat. 


You canot afford to lose touch with the world of investment and 
business. 
To keep you in close contact with the situation, we are making 


a special vacation offer of 4 issues of THE MAGAZINE OF 
WALL STREET for $1.00 to include the numbers of September jf 
1, September 15, September 29 and October 13. Use the coupon. 


(Address may be changed to your regular home address | 

by sending one week's notice. ) i 
COUPON 
THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


I enclose $1.00. 


tioned in your special vacation offer. 
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Send me the four issues beginning with Sept. | men- | 
My address for the summer will be 
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the Present 
Market? 


N answer to the above question is of imme- 


diate importance to you as an investor, because 


it means either profits or losses on those securi- 


ties in which you have already committed your- 


self, or on those in which you contemplate action 


With an atmosphere of uncertainty and gloom pervading the 
entire market, and cross-currents of advice and propaganda 
swirling in all directions, you must realize, from an investment 
standpoint, the inestimable value to be derived from the clear 
vision and scientific judgment that our Staff can place at your 


disposal. 


We can point out opportunities to you now which 
we believe will show excellent results. When the 
fog has lifted, these opportunities may have passed. 


The Richard D. Wyckoff Analytical Staff provides 

a highly specialized Individual Advisory Service for 

the Business Man and Investor whose funds 
approximate $10,000 and over. 


42 Broadway, New York. 


What can your staff do for me? 

1 am interested in © Investments ‘ 

for a long pull or © trading or Send In the cou- 
© both. bs . 

(Mark the ones you are interested in.) pon to-day for 
My present holdings and available capital totals . 
approximately details. 
This is to be held in strictest confidence by you. 


1 understand there is no charge or obligation in send- 
ing for this information. 


City and State 
Aug. 18 








What Shall I do in 














764 


MOTORS, ACCESSORIES 
AND TIRES 
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ings would approximate $5 a share on the 
common stock. Later on this estimate 
had to be revised, and the latest is that 
the company may have earned only $3 a 
share. The cause for the revision lies in 
the slump of May and June, and also in 
the fact that the margin of profit was 
reduced when tire prices were cut 10%. 
Not much has been said about the re- 
sumption of dividends upon the common 
stock, and reports have not reached the 
point where such a resumption is consid- 
ered 1. gical. 


U. S. Rubber a Pioneer 


U. S. Rubber is one of the pioneer com- 
panies in the industry which it represents, 
the corporation having been in existence 
since 1892. Just prior to the war records 
of earnings were spotty and did not give 
sustained hope of a sustained dividend 

. policy on the common shares. One criti- 
cism directed against the company in 
those times was that dividend policy, if 
anything, was a little too liberal in view 
of published earning power. A change 
came in 1916, and in the succeeding five 
years a total of over $120 a share was 
earned upon the common stock. Instead 
of largely increasing cash disbursements 
to shareholders, the company went in for 
stock dividends, and, in addition, in 1919, 
doubled the common stock by offering 
shareholders the privilege of subscribing 
to additional common to the extent of 
100% of holdings. The net result of the 
stock dividend and of this sale of stock 
has been the increase of the common 
shares outstanding from 56 million dol- 
lars in 1918 to 81 million dollars at the 
present time. This increase of 45 million 
dollars means that, in order to pay divi- 
dends of say 5%, upon the common stock, 
net earnings will have to be $2,225,000 
higher than they were seven years ago. 


“In those seven years the automobile in- 


dustry has gone ahead by leaps and 
bounds, thereby increasing what may be 
called earnings base of the company to 
a degree which appears to be large enough 
to afford a reasonable opportunity for 
bringing up net earning power to the re- 
quired point. 

This, however, was not all; funded debt 
was 23 million dollars larger than it was 
in 1917, indicating charges of from $1,- 
500,000 to 2 million dollars larger than 
in 1917. These increases in charges and 
in capital stock served to emphasize most 
strongly the question of the cost of pro- 
duction and to illuminate the importance 
of the source of supply of crude rubber. 
From a speculative standpoint a fair as- 
sumption would be that the U. S. Rub- 
ber Company has more than an even 
chance of offsetting increased capitaliza- 
tion charges by decreased production 
costs. The assumption that accompanies 
this is that volume of business has been 
permanently enhanced over the volume of 
pre-war years. 

The main bond issue is the issue of first 
and refunding 5s, due 1947, which, in 
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fect, are practically a first mortgage 


vwoon the property and controlled com- 


nies. These bonds have gained for 
mselves a good investment position, the 
ly drawback possibly being the thought 
it, should the company have to do fur- 
r financing, it would be done through 
» medium of these bonds, thereby in- 
asing the supply. However, the writer 
s not believe that any such develop- 
nt would seriously affect the integrity 
the issue. These bonds may be bought 
the current market to yield 6%. There 
also an issue of 19 million dollars 744% 


» tes, due 1930. These notes are selling 


prices where the direct income return 
7%, and at such levels they are attrac- 


Dividends upon the 65 million dollars 


preferred stock have been paid regu- 
ly since 1905. The fact that the issue 
non-cumulative probably prevents it 
ym selling at higher prices than it does. 
has a good dividend record, and, in the 
years to 1922, annual average earnings 
ve been over 18%. 
There are probably few industrial issues 
er which such a sharp division of opin- 
n exists as U. S. Rubber common. It 
a stock which seems to admit of no 
idway partisanship. Those quite bullish 
on it are intensely so. Those quite 
arish are just as intense in their posi- 
om. Lately there has been appare-* 
rced liquidation in the stock, a condition 
hich has been seized upon by short sell- 
s and turned to their advantage. The 
echnical position of the shares at cur- 


rent levels around 40 is much less 


regnable than it was on days of mar- 
cet weakness the stock might well be 
yicked up for eventual price appre- 
ciation. 


GOODRICH 
An Old-Line Company 


Insofar as earnings upon the common 
tock are concerned, Goodrich did not re- 
over to the extent that either Kelly- 
»pringfield or U. S. Rubber did last year, 
ut the company is selected because it is 
ne of the old-line rubber companies, 
vhose product is soundly established in 
the markets, because increase in capitali- 
ation is wholly in line with what has 
appened to other tire companies, and be- 
ause there is no reason for not believing 
hat Goodrich can reestablish an earning 
ower, certainly an earning power large 
nough to make the stock worth specula- 
ively more than $25 a share. 

That the company was able to show ex- 
ellent earnings during the war period and 
to pay dividends at $6 probably means 
ittle or nothing now. In 1921, Goodrich 
ook a terrific loss, showing a deficit of 
ilmost 19 million dollars, Rather a pe- 
culiar piece of readjustment took place 
ibout then. Prior to 1920, goodwill had 
een carried on the books at over 57 mil- 
lion dollars, but the balance sheet in suc- 
ceeding years has not taken into ac- 
count assets of goodwill, which now does 
not show at all. In connection therewith, 
there was a change in common stock 
which at the end of 1919 consisted of 
600,000 shares, having a par value of $100. 
Par value was changed from $100 to no 
par and now the common stock is car- 
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It Stands the Record Test 


HE material test of an investment is not current 
dividends alone—these may be paid by most 
companies in periods of general prosperity. 
The material test is dividend record, plus what might 
be called “amount of stockholders’ equity”—an 
assurance for the future. 


The unbroken dividend record of American Tele- 
phone and Telegraph stock for over forty years is 
a matter of common knowledge. But it is not so 
generally known that there is an unusual stock- 
holders’ equity due to the conservative financial 
policy which the company has always followed. 
The company’s funded debt now outstanding is 
less than 25% of its total capital liabilities. 


This is a convincing explanation of the sound invest: 
ment value of the stock and it is undoubtedly one 
important reason why A. T. and T. stock is held 
by more than a quarter of a million of people. 

A.T. and T. pays 9% dividends on the stock outstanding. 


Today the stock can be bought in the open market to 
yield approximately 7 %. Full information sent on request. 
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Inactive Securities 


We will gladly furnish quotations 
on inactive and unlisted stocks and 
bonds. 


Orders executed in all markets. 


Inquiries Invited 


HAWLEY & STEWART 


111 Broadway New York 








A FREE COPY 


of our new booklet “‘Sys- 
tematic Saving,” showing 
how you can invest while 
you save, will be sent to 
you on request. 


Ask for MW79. 
McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 











COMPOUNDED 
Semi-Annually 
payments or 


tate Security; 
Send 


9 


on investments in month! 
lump sums; Safety; Real 
Tax Exempt; State Supervision. 
for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 

















CURB SECURITIES 
Bought and Sold for cash only. 
(No marginal accounts solicited) 


ABRAHAMS, HOFFER & CO. 
Members of the New York Curb Market 
15 Broad Street New York 
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New Monterey 


North Asbury Park, N. J. 
The Resort Hotel Pre-Eminent 


Directly on the Ocean 
OPENS JUNE 23 
American Plan. Capacity 500 
Superior A-la-Carte Grill 
Interesting Social Life 
Daily Concerts and Dancing 
Golf that Makes You Play 


— 18 Hole Course — 
Mot and Cold Sea Water in Rooms 


Wonderful Ocean Bathing 


New Swimming Pool Adjoining 
On “The New Jersey Tour.” 


SHERMAN DENNIS, Manager 
New York Office: 8 W. 40th St. 
Telephone Longacre 8310 
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ried on the balance sheet at a valuation 
of $2,313,000. In other words, goodwill 
account apparently has been wiped out 
and the balance sheet at the present time 
is undoubtedly a truer reflection of asset 
position than it was four years ago. 

At the end of 1922 the company still 
had notes payable of $12,500,000, which 
compared with a top of 29 million dol- 
lars at the end of 1920. However, notes 
receivable at the end of 1922 were over 
22 million dollars, and net working capi- 
tal was 34 million dollars. As of June 30, 
1923, net working capital was 36 million 
dollars, but in six months, inventory ac- 
count had increased $7,500,000. It seems 
to be evident that at the end of 1922 Good- 
rich had not quite shaken itself free from 
the effects of the post-war deflation, and, 
therefore, faced 1923 in a position of 
somewhat greater uncertainty than either 
U. S. Rubber or Kelly-Springfield. 

The earnings reports for the first half 
of 1923, generally speaking, were satis- 
factory. Net profits for the period were 
only $40,000 under the entire year of 1922, 
and were equal to $2.86 a share on the 
common stock. Sales increased 39% over 
the corresponding period of 1922, but 
profit margins were small. This condi- 
tion, however, was not peculiar to Good- 
rich. Operating profits were 9.4% of net 
sales, compared with 7.4% for the whole 
of 1922. Since the compilation of the fig- 
ures for the six months of this year there 
has been a decrease of 10% in tire prices 
which must affect margin of profit. 

Since 1916, Goodrich has increased the 
amount of preferred outstanding by 10 
million dollars, and shows an increase of 
22 million dollars in funded debt. The 
dividends on the preferred stock have been 
maintained without break since the incor- 
poration of the company in 1912, and only 
one year, 1921, were preferred dividends 
not fully covered by net income. The first 
mortgage 6%4% bonds, due 1947, were 
issued in 1922, and are, therefore, not 
fully seasoned. Their position, however, 
points to gradual improvement and they 
ought to enjoy eventually a much better 
investment rating than they do now. — 

There is no question of dividend re- 
sumption on the common stock, a posi- 
tion which is fully reflected in current 
market price. If Goodrich common 
can be bought at under 25 it would 
seem a fair speculative purchase for 
a small amount of funds available for 
such purposes. 





INVESTORS HOLDING 
THESE STOCKS NEED NOT 
WORRY ABOUT THEIR 
DIVIDENDS 
(Continued from page 713) 











Baldwin is the fact that it holds $6,800,- 
000 Polish 5% bonds given as security 
for money owed. The Polish Govern- 
ment, however, recently paid $1.2 million 
to Baldwin and there appears to be little 
question but that payments will be met 
as they fall due. 


Baldwin Locomotive does not need to 
further strengthen its financial structure. 
It is strong enough now, and the direc- 
tors would be entirely justified in adopt- 


ing a more liberal dividend policy. Earn- 
ings in the past ten years have averaged 
close to 19% on the common stock, and 
for this year show close to 40%. 


STEWART WARNER SPEED- 
OMETER 


Stewart Warner Speedometer is s 
lected as the most attractive of the auto- 
mobile accessory group for the reas: 
that it has a greater diversified line 
products, and a splendid selling and di:- 
tributing organization. In the spee:- 
ometer and the vacuum tank it has ty 
of the most profitable automobile acces- 
sories, as they are used By a very large 
percentage of all cars manufactured. Re- 
cently it has greatly increased its man:- 
facture of various other accessories, su: 
as bumpers, horns, etc., and this bran 
of its business is developing very profii- 
ably. Earnings for the first six months 
of this year were equal to $8.30 a sharr. 
It is true that this is not equal to the fu! 
year’s dividend requirements at the pre 
ent rate of 10%, but this company is in- 
cluded in the list as the dividend was 
only recently increased from 8%. D:- 
spite the more liberal dividend poli 
adopted, present condition indicates th 
directors have acted well within tl 
bounds of conservatism, for the compan 
at the present time has close to $6 mil- 
lion cash and marketable securities on 
hand. There are no outstanding ban! 
loans, preferred stock or bonds, the onl 
obligation being current bills payable. At 
present levels of 86 the stock yields 
11.6%. Under anything like norma! 
conditions in the automobile industry 
earnings would be sufficient to main- 
tain this dividend, and the stock ap- 
pears to be a very good specinvest- 
ment at these levels. 


UNITED STATES STEEL 


Investors have heard so much about th 
big asset value of United States Steel 
common stock that they are getting 
little tired of the subject, and many hold- 
ers undoubtedly feel that they would pre- 
fer less asset value if they could get a 
bigger return on their investment. How 
ever, the value behind the common stoc! 
of United States Steel is bound to bene 
fit holders in the long run, and, in judg- 
ing the merits of the stock, it must b 
given a due amount of thought. Stee 
common has a book value of $260 a share 
and this is not in any way a fictitiou 
value. The corporation has spent over ; 
billion dollars for new construction sinc« 
organization and has added 400 millior 
dollars to working capital. At the clos¢ 
of 1922, the company had 318 million dol- 
lars in cash and marketable securities anc 
for a good many years it has been in ; 
position of loaning money instead of bor- 
rowing it. 

This steady building up of the physica! 
and financial condition of the company 
has now brought it to a position where 
little more need be done along these lines 
In other words, there does not seem tc 
exist any good reason why from now on 
so large a percentage of earnings should 
be put back into the property instead of 
being paid out to stockholders. The time 
is ripe for a more liberal attitude on the 
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question of dividends. No one seriously 
questions the safety of the present 5% 
rate. The corporation should be able to 
naintain this even during a period of se- 
rious depression. For the long-pull in- 
yestor, therefore, the stock at present 
levels at 88 to yield 5.7% has a great deal 
recommend it. The risk involved is 
slight one and the possibility is ex- 
cellent for a substantial appreciation 
in the value of the principal accom- 
panied by larger dividends. 
United States Steel for the six months 
earned $6.83 a share on the stock or well 
excess of the full year’s dividend re- 
tirements. Earnings in the last six 
mths will probably be somewhat 
smaller, but should be sufficiently large to 
istify at least an extra dividend before 
e close of the year. The substitution 
an eight-hour day for a twelve-hour 
iy will, of course, increase costs to a 
rtain extent, but in this connection, the 
vestor should realize that United States 
steel Corp. is the lowest cost producer 
steel in this country and is in a much 
tter position to bring about this change 
1 working hours than any of the other 
teel companies. *This increased cost will 
oubtless be passed on to the consumer. 


AMERICAN CAN 


American Can common stock in the 

ust year and a half had a remarkable 
dvance in price, having sold as low as 
32% early in 1922. Of course, at that 
time it was not paying any dividends and 
now is on a 5% basis. Despite this big 
ippreciation in market value, however, 
the stock still appears to have attractive 
possibilties at these levels. Several years 
igo, the management was in a position to 
start dividends on the common, but in- 
stead of doing so put all profits into the 
property, building up a big working capi- 
tal and expanding its plant system. As 
1 result, big equities have been placed be- 
hind the common stock. In the past ten 
years, for example, earnings have aver- 
aged $8.45 per share on the common, and, 
is nothing was paid out during this pe- 
riod in the way of common dividends, 
$84 a share additional assets were placed 
behind the common stock. In 1913, the 
‘ompany issued $15 million dollars bonds 
to increase working capital and pay off 
part of back dividends due on the pre- 
ferred stock. This bond issue has now 
been reduced to about 9 million and the 
working capital of the company has been 
brought up close to 40 million. 

American Can for a number of years 
has shown a stable earning power, hav- 
ing passed through the last two indus- 
trial depressions of the country without 
having shown any red-ink figures. More- 
over, earnings have shown a steadily in- 
creasing tendency, and in 1922, $18.30 per 
share was earned on the common stock, 
the best year in the history of the com- 
pany, with the exception of 1917. Sales 
of American Can so far this year have 
been substantially in excess of the cor- 
responding period of last year and net 
profits will show up even better than in 
1922. Profits in the canning industry are 
not as a rule subject to as wide fluctua- 
tions, as in the case of other industries, 
and there is excellent ground for the be- 
lief that American Can’s present large 
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Wired Advice 


and 


Trading Profits 


OU are a busy man. You probably find it 

impossible to study out market opportunities 

—your other business will not permit it. But you 
know these opportunities are there. 


In looking over the evening paper you notice that certain 
stocks have had important moves. You contemplate the 
profit that would have been yours, had even a few of these 
opportunities been pointed out to you in lime. 

You can be advised of many of these opportunities in a way 
that will not interfere with your other work. 


The solution lies in the wired advices of the 
TREND TRADING SERVICE. 


THE SERVICE 


A telegram or ‘phone message tells you just what few 
stocks to buy or sell short. Never more than 5 or 6 
in any single campaign. 

Messages are sent only when in our judgment there 
is good opportunity to secure from 5 to 20 points 
profit in each stock recommended. 





We instruct you as to stop orders, watch the trades, 
and again wire you when to take profits. 


Subscribers are divided into sections, geographically 
arranged, thus allowing for the time element in trans- 
mission and serving to prevent orders from becoming 
“bunched” around the same levels. 


Advices are based upon a careful study of the mar- 
ket's action and immediate trend, by experts, who are 
stationed at the ticker tape. 

No uncertainty. Complete instructions issued upon 
subscription. 











LET US ADVISE YOUR NEXT TRADES 


We have the time, experience and facilities, which will show you 
better results than pure guesswork. 
Among the recommendations of July was Stewart Warner at 78, 
closed at 93 (15 points profit in 8 days). 
A new long position was taken early in August, a number of 
the trades showing good profits at this writing. 
Let us demonstrate to you the value of a three-months'’ trial, 


costing less than $10 a week. 


USE THIS COUPON 


THE TREND TRADING SERVICE, 
42 Broadway, New York City. 
Enclosed find check for $125 to cover three months’ subscription to the Trend 
Trading Service. 


(Service starts from 
date of first message) 


ADDRESS 


"PHONE NO. 
(All telegrams sent collect—no charge ‘phone messages New York City.) 
Aug. 18. 























Kresge Department Stores, Inc. 


(To be presently Organized) 


_ 7% Cumulative Preferred Stock 
Common Stock of no Par Value 


Mr. S. S. Kresge, President of the Corporation, writes as follows: 


“For some years I have been of the opinion that many of the principles 
of merchandising, to which are attributable to a large degree the success 
of the ‘Five-and-Ten-Cent Stores’, could and should be applied to the 
Department Store business. With the consummation of this idea in view, 
I have caused to be incorporated under and pursuant to the laws of the 
State of Delaware, a corporation to be known as ‘Kresge Department 
Stores, Inc.’ (hereinafter referred to as the ‘Corporation’). 


“It is planned to have the Corporation acquire in various cities, by direct 
ownership or through subsidiary companies, from time to time, well es- 
tablished and advantageously located department stores. These stores 
will be operated under the direct management and control of the Corpora- 
tion of which I am to be the President and active head. By use of the 
large purchasing power which the Corporation will have and develop and 
the purchasing facilities which are at its disposal, I am convinced that the 
public will be afforded an opportunity of buying standard merchandise at 
lower prices than heretofore possible, with very substantial profits result- 
ing therefrom to the Corporation. 


“The authorized capitalization of the Kresge Department Stores, Inc., 
will consist of $25,000,000 7% Cumulative non-voting Preferred Stock, par 
value $100, and 200,000 shares of Common Stock, of no par value, of which 
there will be presently outstanding $1,250,000 Preferred Stock and 100,000 
shares of Common Stock.” 





These securities are being offered on the basis of 10 shares of Preferred Stock 
and 8 shares of Common Stock for $1,200. Full particulars may be obtained 
through your own banker or investment broker, or from the wndersigned, 


Merrill, Lynch & Company 


Members New York Stock Exchange 


120 Broadway New York 
Uptown Office, 11 East 43d Street 


Chicago Detroit Denver Los Angeles 














THE BOOK REVIEW 


(Latest Publications on Finance and Business) 


“The Handbook of Business Correspondence ’’ 8y S. ROLAND HALL 


This book covers every important division of letter-writing practice, 
from the fundamentals of good letter writing to the management of a 
mailing department. It discusses mailing lists, correspondence super- 
vision, follow-up campaigns, etc. It furnishes a number of examples 
how to write selling letters, adjustment letters, collection letters, 
credit letters, letters to the trade, letters to salesmen, to farmers, to 
women, to young folks, to professional men, etc. Contains a section 
of about 75 pages in which letters used by representative business 
houses are reproduced, with statements from the original users as to 
results obtained. Also a series of bulletins on better business letters, 
prepared originally by the author in loose-leaf form and used by more 
than 500 of the leading business organizations of the country. 


1027 pages Place your order with the Book Department Price $5.10 p. pd. 
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earning power has come to stay. If this 
turns out to be true, it can readily be 
seen that the stock at present levels 
is a very desirable long-pull specu- 
lation, for with an earning power of 
around $18 a share, stockholders can 
look forward to steadily increasing 
dividends. 


ASSOCIATED DRYGOODS 


Associated Drygaods Corp. owns al 
the stocks and bonds of James McGreer, 
& Co. New York, J. N. Adam & C 
Buffalo, N. Y., Hahne & Co., Newark 
N. J., Stewart Drygoods Co., Louisville 
Ky., Stewart & Co., Baltimore, Md., an 
Powers Mercantile Co. Minneapolis 
Minn. These companies all operate de- 
partment stores in the cities named. As 
sociated Drygoods also owns a controll 
ing interest in Lord & Taylor. In the 
past few years, the earnings of thes 
properties have shown a marked increase 
In 1920, 4.13% was earned on Associate: 
Drygoods common stock; in 1921 
10.26% ; in 1922, 16.44%, and, as net earn- 
ings so far this year have been running 
40% above those of 1922, a still larger 
balance for the commén stock is prac 
tically assured this year. At present lev- 
els of 81, the stock only gives a return 
of 4.9% on the investment and the man- 
agement is understood to be against any 
increase in the dividend during the cur- 
rent year. The large earning power oi 
the company, however, is very sure to 
bring about more liberal dividends 
next year, and the stock is a desirable 
speculation for the investor who is 
willing to take a temporarily small re- 
turn on his money, in view of the pos- 
sibilities for a substantial appreciation 
in value of the principal later on. 





JUST WHAT IS AN “EN. | 


DOWMENT POLICY? 
(Continued from page 726) 





The investor in this class of insurance 
may plan the maturity of his Endowment 
in accordance with the amount that he 
feels he can annually lay aside towards 
building up his fund. Of course the 
larger the premium he pays the shorter 
will be the Endowment period, as shown 
in our third table. 

The “20 Year Endowment” has been so 
much featured by many of the insurance 
salesmen that the elasticity of the Endow- 
ment form is but little known. An En- 
dowment policy may necessitate premiums 
for oniy five years if desired, while con- 
tracts for ten, fifteen, twenty, twenty-five, 
and thirty Year Endowments are available 
in all the well known companies. The 
Endowment period may extend over a 
still longer time if desired—to age 65, 70, 
or even 80. While Endowment policies 
are usually written with a fixed term of 
years representing some multiple of five, 
it is quite possible in many companies to 
meet the desire of the insured who plans 
for the payment of his Endowment at 
some other specified time—such as eleven, 
thirteen, seventeen years, etc. 

(Children’s Endowments, Old Age En- 
dowments, and other variations of the 
Endowment form will be outlined in a 
later issue.) 
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THERE ARE NINE GOOD 
REASONS FOR BUYING 
BANK STOCKS 
(Continued from page 710) 








ich shows that New York’s 42 insti- 

ions, at last reckoning, had an aver- 

e capital of only a little over 4 mil- 

ns of dollars! Considering the amount 

business handled by the banks, the 
ount of their undistributed profits, 

, and coupling. all this with their 

ite constant growth-tendency, they 

idently compose an ideal field for 

»ck-melons of the sort for which the 

nk stock world is famous. 

Not the least, by any means, of the 
favorable characteristics of bank stocks 
as investments is the seniority which 
such securities enjoy in respect of the 
capital obligations of the issuing insti- 
tutions. Most of the more prosperous 

ilroad, industrial and utility com- 
nies, of course, have large funded 

bts; a majority of them maintain large 
eferred stock issues. Hence, the hold- 

s of the common shares in such or- 
nizations must see the profits which 

ey make go to meet interest and divi- 

nd requirements on very considerable 

nior obligations before any part of 
1em becomes available for commc= 
sbursements. 

With the banks, again, the opposite 
s true. They have no bonds. They 

ave no preferred stocks. They have 

) outstanding capital issues ranking 
head of their common shares, either in 
laim upon earnings distributions or in 
laim upon assets. 

Thus it may be said that bank stocks, 
1 their relationship to the issuing insti- 
utions, enjoy the safeguards which sur- 
ound only the bonds of other industrial 
rganisms; and this feature is made 
oubly valuable because, as_ stocks, 
here is no limit beyond the earnings of 
n issuing institution, which a bank 
tock may receive in dividend form. 

The 8th and 9th characteristics which 
end to enhance the investment attrac- 
tions of bank stocks are somewhat re- 
ated in their effect. The former, as 
shown in our list, is the highly liquid 
1ature of bank assets; the latter is the 
minimization of business risk as a result 
of Federal and State supervision. Both 
these features have the effect of bul- 
warking and safeguarding a bank-stock 
investment. 

The liquid nature of bank assets is a 
natter of common knowledge. Assets 
zenerally comprise cash, Government 
yonds, highest grade corporation bonds, 
short-term notes and best-grade com- 
nercial paper, with the addition of the 
premises which the bank occupies, same 
zenerally well undervalued in the bal- 
ance sheet reckoning. 

Of course, it does not follow that 
yank assets will always be _ secure 
igainst loss merely because of the high 
iverage of liquidity which they enjoy. 
Quite to the contrary, experience since 
the World War has demonstrated that 
banks can manage to tie up a portion of 
their funds in unmarketable or loss- 
causing mediums on just as big a scale, 
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Time to Re-tire ? 
(Buy Fisk) 


Trade Mark Reg. U. 8. Pat. Of 








CORD TIRES 


Fisk Flat-Tread 
Fisk Non-Skid 
Fisk Premier 


The line that gives completely what is 
wanted in comfort, long service and price. 


“Lowest Cost Mileage” 


There’s a Fisk Tire of extra value 
for every car, truck or speed wagon. 























THE BOOK REVIEW 


(Latest Publications on Finance and Business) 


‘‘Rarm Mortgage Financing” By !VAN WRIGHT 


The air of this book, a companion to the author's BANK CREDIT 
AND AGRICULTURE, is to give bankers, investors, farmers, and 
students of agricultural finance the essential facts about present 
methods of conducting the farm mortgage business of the country. 
The appendices include valuable information on related problems, 
such as land title registration laws of the United States, building loan 
associations, savings banks, state land banks, state government loans 
to farmers, the 1923 amendments to the Federal Farm Loan Acct, etc. 


Price $3.10 p. pd. 
Place your order with the Book Department 
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42 Broadway, New York, N. Y. 


335 pages 


























SPECIAL OFFER —50 per cent discount on our 
Books during August only. 





To Students of Investment and Trading: 


Nowhere else does the adage, “KNOWLEDGE IS POWER,” apply 
more aptly than to the field of Investment and Stock Trading. Here 
is an opportunity to increase your knowledge at very small expense 
to you! 

Many books on this subject are too technical. They assume that 
the reader already has a considerable knowledge in this field. 

The books offered herewith, while representing years of study and 
experience on the part of experts, are nevertheless simple, intensely 
practical and easily understood by the layman. 


Special 50 Per Cent Price Reduction 


As a special offer to readers of THE MacazinE oF WALL STREET 
we are allowing a discount of 50 per cent (just one-half the list price) 
on each of our publications listed below, during August only. 





no Complete Investment and Trading Library $12.50 





The entire list of 14 books—regular price $27.00, would cost 
you, under this offer, $13.50, but as a special concession we will send 
you this Complete Investment and Trading Library for $12.50. This 
offer is likewise good during August on'y. 

(Books are all convenient pocket size editions.) 

Send in the Order Form at once for best results. Remember this 

offer positively expires August 31st. 


ORDER FORM--------—------- _ 


(Special Offer during August only) 


THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City. 
Book Department. 
Gentlemen: 


Please send me at once copies of the books checked. 


I enclose $ 


Special Offer Special Offer 
Price Price 


O A B C of Bond Buying, by CO How to Select Investments, by 
G. C. Selden $1 five authorities 62 
OO A Century of Prices, by G. C. 0 Practical Points on Stock 
Selden and Ex- Senator Trading, by Scribner 
Theo. Burton 1.00 Browne 1.00 
© Bond Yields at a Glance, by 0 Psychology of the Stock 
25 Market, by G. C. Selden... 62 
0 Financial Independence at 0 Studies in Tape Reading, by 
Fifty, by Victor de Villiers, Rollo Tape 1.50 
cloth 100 (© Tidal Swings of the Stock 
0 Financial Statements Made Market, by Scribner Browne 62 
Plain by E. A. Saliers 62 0 You and Your Broker, by 
0) Fourteen Methods of Op- Robt. E. Smitley 1.50 
erating in the Stock Market .62 0) How I Trade and Invest in 
0 How to Read the Financial Stocks and Bonds, by Rich- 
Page, by Scribner Browne..  .62 ard D. Wyckoff 


(1 Send me the entire list of 14 books for $12.50. 


City and State 
Aug. 18 

















comparatively speaking, as business or- 
ganizations can do. This possibility 
was particularly exemplified in the case 
of one New York institution which, dur- 
ing and shortly after the war, was led to 
sink a large proportion of its funds in 
South American investments, only to 
face the necessity of marking off heavy 
losses on account of these investments 
within a short period thereafter. The 
same thing was true, although to a pos- 
sibly lesser extent, of another institu- 
tion, which is known to have inherited 
from war-time inflation a legacy of in- 
flated business interests which have 
since been necessarily “carried” by the 
institution at a very considerable cost. 
It would serve no purpose to reveal the 
identity of these two institutions, since 
they are believed to be both well out of 
most of their troubles now. But they 
are very apt examples of the occasional 
losses which banks have to take. 

As stated above, however, the prepon- 
derance of a banking institution’s assets 
consist of highly liquid commitments 
which bulwark the values behind their 
stocks and safeguard the interests of 
stockholders. 

State and Federal supervision is of 
manifest importance. To a large de- 
gree, it tends to lessen the importance 
of “management” as a factor in the 
safety and security of banking institu- 
tions, whereas in ordinary, unsupervised 
business enterprises, management can 
be, and often is, the be-all and end-all 
of the organization. 

The fact that, within recent weeks, 
two small-town banks could become so 
closely dependent for their continued 
existence upon the successful outcome 
of an “athletic exhibition”’—if we can 
call it that—as to have been forced to 
the wall when the “exhibition” failed, 
might be instanced as an example of the 
ultimate futility of supervision; and for 
the benefit of those who may object that 
these were tiny institutions, of no real 
importance, it may be emphasized that, 
small or large, they were banks. The 
fact remains that, with the allowance for 
human frailty which no check-up system 
could protect, supervision undoubtedly 
does in large measure diminish the man- 
agement-risk and safeguard the interests 
of clients, depositors and stockholders 
alike. 


The Unfavorable Features 


The writer has cited, and briefly en- 
larged upon the nine factors which oc- 
curred to him as the most favorable 
characteristics of bank stocks as invest- 
ments. In contrast with these, five un- 
favorable features may be cited for: what 
they are worth. 

First, it must be admitted that, in 
many instances, bank stocks do not en- 
joy a high degree of marketability. How 
could they? Small capitalizations, close- 
ly held, not listed on any stock exchange, 
and often extremely costly per share, 
could scarcely tend toward ready mar- 
ketability. 

At the same time, this unfavorable 
feature cannot be cited without reserva- 
tions. Not all bank stocks are so very 
closely held. Most of them are dealt in 
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in the near-stock-exchange known as the 
)ver-the-counter market. Quite a few 
f them enjoy a pretty “close” market, 

, can be bought or sold within rea- 
iable distance of the same price. 

The low income return which many 
nk stocks offer is another drawback 
en held against them. But this, 
ther, has a general application. Take 

specific example of the First Na- 

1al—that bank among banks, whose 
tunes have, in true fact, been the awe 
| inspiration of the world of finance: 

e current dividend rate of this insti- 

on is $40 per share. Its shares are 

rently offered for sale at $1,215. 
nee, the yield offered by this security 
vould appear to be only about 3.22%. 

w look up the dividend-history of the 
st National. If my records are cor- 
‘t, you will find that in the last ten 
irs it has paid out (together with dis- 
rsements from the First Securities 
) a total of $560 per share, or an av- 
uge of $56 per share each year. First 
itional has grown enormously. Since 
19, its Surplus & Profits have in- 
eased from some 33 millions to over 
millions. Hence, its stock could un- 
ubtedly have been purchased some- 
time during this 10-year period at con- 
derably below the current price. 
Nevertheless, had the investor bought at 
the beginning of the decade, and had hv 

iid even the present high price of 
$1,215 per share, his investment would 

ive netted him an average cash return 

f well over 4.60%, or better than 1% in 
excess of the present apparent yield. 

aking into further consideration the 

lues which have been plowed back by 
the First National during the period, 
nd the justifiably corresponding de- 
line in its comparative yield, and you 
have a pretty satisfactory contradiction 

f the “low yield” argument. 

The buyer of a bank stock assumes 
what is known as a “double-liability,” 
vhich, being interpreted, means that 
he is liable to an assessment up to 100% 
over and above the par value of his 
stock in the event that the bank proves 
inable to meet its obligations. And, in 
the case of new, small institutions, 
whose management is not of demon- 
trated calibre, this double liability 
would certainly be of vast significance. 
But in the case of the old and tried in- 
stitutions, it would seem to be largely a 
legalism deserving only of passing no- 
tice. Not for many years (fifteen, ac- 
cording to my records) have stockhold- 
ers in any of the better established 
banks come in actual contact with this 
liability clause, and it would be difficult 
to imagine conditions where they ever 
would do so. 


One other feature completes the list 
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is handling. A glance at another of the 
tables shown herewith--the one com- 
paring “Fluctuations in Deposits” since 
June 30, 1922—illustrates the impor- 
tance, or desirability, of such informa- 
tion. We see a decline of 23% in the 
deposits of the National Bank of Com- 
merce, during the period; in the same 
period we see a decline of only 3% in 
the case of National Park’s deposits, and 
of only 2% in the case of Harriman Na- 
tional’s. We know that it is the prac- 
tice of borrowers to deposit a large pro- 
portion of their loans with the lending 
institution. We can assume that a sub- 
stantial decline in deposits, therefore, 
betokens a_ substantial reduction in 
loans. But can we deduce that the two 
factors are in necessarily perfect cor- 
respondence? Or that the affairs of 
Commerce have not really suffered a 
setback out of all proportion to the af- 
fairs of the Park or the Harriman? Not, 
certainly, unless we have further infor- 
mation with which to confirm that de- 
duction. And the “further information” 
is lacking. 

It would manifestly be against the in- 
terests of banking institutions and their 
clients, if not the whole public as well, 
were such publicity given to their af- 
fairs as is required in the case of indus- 
trial corporations. A certain amount of 
secrecy is inevitable and desirable. 

Nevertheless, from the standpoint of 
the potential stockholder, the meagre- 
ness of public information concerning 


individual banks is a deterrent, and, will 
have to be regarded as such. 


Conclusion 


All in all, the factors pro heavily ou: 
weigh the factors con where bank stoc!:s 
are considered. Securities in this grov; 
are without doubt unusually safe, wu 
usually profitable and unusually fat with 
real values. 

It remains only to suggest what w 
be more or less obvious from what h 
gone before, that the group-qualific.- 
tions of bank stocks do not diminish the 
importance of their individual merits, 
between one another. The intending 
buyer in this group needs to compare 
the records of the various institutio: 
in some such way as that shown in the 
large table herewith, which compares 
the records of ten institutions for tl 
last eighteen months. He should co: 
sider them from the standpoint of o'- 
fered yield. The nature of the prepon- 
derance of the business handled by eac) 
institution—so far as the investor is able 
to ascertain it—needs also to be born 
in mind. Their book values are high! 
indicative. In short, far from buying a 
bank stock simply because it is a ban! 
stock, the intending investor should ex- 
ert every effort to select the best bank 
stock which the field affords in the 
knowledge that the best may be ver 
much better than the worst. 

But, with ordinary discretion, he can 
not go far wrong. 
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Dividends 


GUANTANAMO SUGAR COMPANY 
The Board of Directors has this day declared a 
Dividend of two dollars ($2.00) per share on the 
gueterced Stock, for the quarter ending September 
1923, payable September 29, 1923, to stock- 
+ F of record at the colse of business Septem- 
ber 15, 1923. The transfer books will not be 


closed. 
MALCOLM McDOUGALL, 
Assistant Treasurer. 
New York, August 7th, 1923. 








Situations Wanted 





Credit Manager, seeking greater opportunity, desires 
to make new connection, Bank or st Company pre- 
ferred. Now employed by large hardware jobber in the 
northwest. Twelve years’ experience. University law 
graduate. Age thirty-five. Capable executive, good 
financial training. Excellent record. Future more im 
portant than salary. oneree Box 31, Magazine of Wail 
Street, 42 B’way, N. Y. 





College man, age 38, unmarried, Episcopalian, 
rated “C 1%” Some ‘dollar earned by self), at 
present time secretary of million dollar corpora- 
tion (with which he started as a fifteen- dollar-a 
week clerk), desires connection with refined 
tleman as private and personal secretary. 4 
make travel arrangements (has been abroad in 
last year), watch investments, handle matters of 
personal expense and finances, take care of social 
matters, drive car on tours and daily business rou- 
tine, and oversee care of estate, thorough practical 
knowledge of gardening, lawns, roads and domes- 
tic animals. And a lover of out-door sports, as 
companion on hunting and fishing trips and part- 
ner in golf two-somes. Character references 
given. YZ, Care Magazine of Wall Street. 
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THE RECOVERY OF ECONOMIC VITALITY IN RUSSIA 
(Continued from page 701) 





ative associations, the latter having 
played a large and growing part in 
Russia even in Czarist days. While 
the peasant pays his ground rent and 
his taxes in one payment to the Gov- 
ernment, he is encouraged to produce 
for the export trade. The government 
monopolizes the latter, but in additign 
to paying the peasant the ordinary 
Russian internal price for the grain 
which it purchases for its export trans- 
actions, it shares with him the profit 
made on export sales. 

Individual initiative and competition 
have a considerable amount of free 
play in the field of agriculture, and al- 
ready signs are appearing of the ab- 
sorption of the holdings of the less 
efficient farmer by the more efficient 
one, although legal ownership of the 
soil is vested in the state. How far 
such a development is in conflict with 
the official communism of the State, 
and what will be done about it, cannot 
be foreseen as yet. 


Transportation 


One of the most obvious symptoms 
of the economical revival of 1922, was 
the restoration of the railroad system 
to something approaching pre-war effi- 
ciency. Recent visitors to Russia who 
have heard of the railroad breakdown 
of earlier years have been much im- 
pressed by the change. At the present 
time schedule time is maintained on 


nearly all the roads, and four trains a 
day carry traffic from Petrograd t 
Moscow. The railroads are owned an 
operated by a state railroad trust. 

As indicated before, airplanes have 
been better developed, relatively speak- 
ing, than railroads. There is a daily 
service from Berlin to Moscow, and a 
number of routes connecting Russian 
cities with one another. Recently an 
“Aviation Week” was held throughout 
Russia, in which funds were collected 
by popular subscription for the estab- 
lishment of additional internal airplane 
lines of communication. The military 
use of airplanes gave the initial impetus 
to this development, but with the dis- 
armament of last year many of these 
planes were converted to civilian uses 
and others built expressly for freight 
and passenger traffic. 


Labor 


While the Soviet government calls 
itself a “dictatorship of the proletariat,” 
its attitude toward labor is modified by 
the fact that it is by far the biggest 
employer of labor in Russia, and is 
endeavoring to work its factories at a 
profit. Each large plant has a work 
council, something like the British 
Whitley system, and the labor unions 
appoint one or two _ representatives, 
with the approval of the government, 
who sit on the board of directors of 
each managerial unit and consult with 
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the operating and executive heads of 
ihe undertaking. 

In only one respect is the labor union 
ipreme—it has the sole and unlimited 
ght to determine the rate of pay for 
; members. It would seem that the 

itural impulse of the union under 

ch circumstances would be to exact 
ich rates of pay as would cripple the 
lustry in a short time, and there were 
any cases of folly and mismanage- 
ent and extravagance and indiscipline 
the early years of the revolution, in 

e State-owned factories. 

The high degree of responsibility, 

ywever, and the example of many 

dustries and factories which made a 
iinously bad showing, however, quick- 

instilled an appreciation of the fun- 
imental principles of economics into 

e minds of the labor leaders. In ad- 

tion, the government of course will 

»prove for election to important posts 
nly such labor leaders as are capable 
f taking a long-range view of industry 
nd are willing to sacrifice high imme- 
iate wages to ensure the stability of 
usiness. 

Accordingly, while rates of wages 
ary considerably all over Russia, it 
in be said that they bear some kind of 
elation both to the cost of living in the 
ieighborhood of the factory concerned 
nd to the earning ability of the cou 
ern. At the present time in Moscow, 
. fair rate of pay for a laborer is about 
7 million 1923 rubles a month, or about 
28-$30. 

One of the most spectacular features 
f the “Nep,”.and the one which per- 


haps a-oused the most comment out- 
side of Russia, was the new attitude 
adopted toward. industry. In its gen- 
eral outlines, the new policy is as fol- 
lows: All industries employing less than 
100 men are, in principle, free from 
nationalization or state control except 
for the general laws and regulations 
concerning labor, business methods, 
etc., which hold for all Russian busi- 
ness. They are otherwise unrestricted 
private enterprises. 

The larger industries, including the 
heavy basic materials, such as iron and 
steel, coal, textiles, timber, etc., are 
operated by state-owned trusts, for 
which the government has provided the 
working capital, and which are ex- 
pected to turn in profits to the govern- 
ment as stockholder. Some analogy 
may be found between this procedure 
and, say, the British government's 
ownership of shares in the Suez Canal, 
the Anglo-Persian Oil Co., and other 
corporations which are considered to 
be in some way invested with a public 
interest. 

The relations of -these companies 
with labor are the same as those of 
the completely privately-owned ones, 
and have been described above. Then 
there are the “concessions,” which have 
furnished so much sensational news- 
paper material. These are forms of 
co-operation of government and pri- 
vate capital, or may be entirely pri- 
vately-operated. Fundamental owner- 
ship of the property involved, whether 
it be timber land, coal mines, oil wells, 
or what not, remains vested in the 


state, but the concession is in the form 
of a lease, whose terms are made up 
afresh for each new concession. As a 
rule they run from 15 to 99 years, and 
provide for a division of profits with 
the Soviet government, and in many 
cases for the possibility of ultimate re- 
purchase by the government. 

This method has furnished so far the 
best means for the investment of large 
amounts of capital in Russian enter- 
prises, and has been taken advantage 
of by capitalists of many countries, in- 
cluding the United States. 

There are also “mixed corporations,” 
using both State and private capital, 
and co-operative associations of a type 
which has long been familiar in Russia 
and elsewhere. 

At the present time about 80% of 
Russia’s export trade is done through 
the government monopoly, about 15% 
through the government trusts, and a 
little over 5% through both mixed cor- 
porations and private persons. 


Commerce 


This has furnished the most exten- 
sive and profitable field so far for Rus- 
sian private capital, as both retail and 
wholesale trade are permitted to be 
done by private persons without gov- 
ernment control except of the general 
kind stated above. This has been an- 
other of the great reforms instituted 
under the “Nep,” and has had an im- 
mediate, if not fundamental, effect in 
hastening the revival of prosperity. 

Production figures for specific in- 
dustries all show the same trend—a 
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sharp decline following the revolution, 
in some cases to as little as 3 or 4% 
of pre-war normal, and a gradual re- 
covery since then, accelerated since the 
adoption of the “Nep” early in 1922. 
The steel industry has registered con- 
siderable progress, producing its own 
pig iron, which it has not done for 
years, and producing at about 40% of 
pre-war. Coal production is at a some- 
what lower rate, but is stimulated by 
the recent development of immense re- 
serves of high-grade iron ore near the 
Ukraine, and the consequent develop- 
ment of a nearby internal market. 
Textile production is hampered by the 
shortage of raw materials, which is be- 
ing only gradually overcome. The 
timber and oil industries are being 
pushed by foreign capital to a large 
extent, under concessions. 

Looking over the picture in general, 
one gets the impression of a steady 
recovery of economic vitality which is 
well worth the attention of Americans, 
whether as_ prospective sellers of 
goods or as competitors on the world’s 
raw materials markets. 





PENNSYLVANIA R. R. 
(Continued from page 706) 











good stead in enabling it to regain its 
earning power. 

Although 1921 was a year of depression, 
the company earned a substantial surplus 
over fixed charges, in contrast to the 
staggering deficit of $77,000,000 after in- 
terest charges in the previous years. The 
revival of business in 1922, resulted in a 
still further improvement, which has con- 
tinued up to the present time. Last year, 
net income available for the stock was 
equal to $3.25 per share. 

Gross revenues for the first half of 
1923, have been far ahead of those for 
the same period of 1922. Net operating 
income, however, is approximately the 
same. Rates are considerably lower this 
year and the increased revenues have been 
nullified by the additional expense ~ in- 
curred in moving a much greater volume 
of traffic. 

The Pennsylvania’s stock capitalization 
of $499,173,400 is split up into shares of 
$50 par value. Dividends have been paid 
uninterruptedly since 1856, only two years 
after the main line was opened. From 
1908 to 1920 the uniform rate of 6% or 
$3 per share was maintained. 

In 1921 the company’s income proved 
insufficient to justify the payment of the 
regular dividend and the rate was- ac- 
cordingly reduced to 4%. In the last 
quarter of 1922 it was again restored to 
6%, at which it has since continued. 


The Outlook 


Pennsylvania Railroad stock has been 
regarded as one of the highest grade rail- 
road stocks by several generations of in- 
vestors. It now has the largest number 
of stockholders of any railroad company. 
Although it has partly regained its invest- 
ment status, the unsatisfactory earnings 
of a few years back have not been en- 
tirély forgotten. For that matter, few 
of the standard railroad stocks command 


today quite the same favor that they did 
a decade or more ago. 

At 42% Pennsylvania gives a return of 
over 7%. There is little doubt that the 
6% dividend rate will be covered this year 
with a considerable margin of safety, 
Operating conditions would have to be- 
come exceedingly unfavorable to again 
make it necessary to depart from the es 
tablished rate. Although an advance i: 
price is not to be expected in the imme 
diate future, Pennsylvania represents, a 
it always has, one of the soundest rail- 
road stocks. Solely from an invest 
ment standpoint the yield obtainabl 
is rather attractive. 





THE BANKING SITUATION 
(Continued from page 741) 








important, however, than actual reduc- 
tions in holdigs is the fact that the banks 
tions in holdings is the fact that the banks 
ties for some time past, as a result of the 
fact that their funds were so well taken 
up. Those who have looked for a reces- 
sion in bank loans and a consequent in- 
crease in bond purchases on their part 
have found little to warrant any such 
forecasts. Instead of that there is a good 
deal to indicate that the larger business 
concerns which, as is well known, have 
followed an unusually conservative policy 
since 1920, have again been putting their 
spare funds into securities as business in 
their lines slackened. 





| 
HAS THE BEAR MARKET | 
ENDED 
(Continued from page 685) 








former bears (some people call 
them raiders, pirates, buccaneers) 
to cover their short lines. Their reason 
is undoubtedly the same as that which 
should now actuate investors: Stocks 
are cheap; margins of safety over divi- 
dends are liberal ; net returns are large. 
Hence the floating supply is now and 
will undoubtedly continue to be re- 
duced, so that when the public wakes 
up to the sand-bagging process that has 
been in operation, and once more 
grows optimistic and in a purchasing 
mood, prices should be higher. 

Those who are buying stocks at the 
77-79 level should be able to dispose 
of them around the high levels of last 
June. These are the indications at pres- 
ent. No one can tell what a day or a 
week will bring forth. Instead of at- 
tempting to define the character of the 
market, therefore, let us decide that, 
for the time being, the line of least re- 
sistance is toward higher levels, always 
holding in mind the possibility that the 
bear market may have run its course. 


Note: As evidence of the artificiality 
of the bear market we refer readers to 
the graph on page 694 with the accom- 
panying explanatory text. 
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—5,000 Investment and Brokerage Firms are subscribers. 

*_51% of its readers are executives of manufacturing plants. 

*_27% of these are Presidents of Corporations. 

*_48% of its readers serve on Boards of Directorate. 

*_249, of these are Directors of Banks. 

*_6§2% own their own homes. 

*_Over two thirds own one or more automobiles. 

*_24°/, are directors and officials in one or more banks. 

*_Over 70% are consulted in determinating the purchases of their concern. 


For the best means of approach to your besi market, use 


&MAGAZINE 
@ WALL 


MEMBER A. B. C. 


42 Broadway New York 


The largest proven paid circulation of any financial publication in the world. 








* Figures taken from circulation analysis that will be cheerfully mailed on request. 
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Missionaries in the 
Markets of Zomorrow 


—verseas the utility idea of the auto- 
O mobile is just beginning to take 
hold. But years ago General Motors fore- 
saw the potential overseas demand and 
planned accordingly. 

General Motors has circled the globe 
with selling and service organizations, and 
is represented in 144 countries by distrib- 
utorsand dealers who have pioneered up- 
on the far flung outposts of civilization— 
missionaries in the markets of tomorrow. 

Through its export organizations, 
General Motors has sent overseas more 
than 42,000 Buicks, 29,000 Chevrolets, 
5,000 Cadillacs, 9,700 Oaklands, 4,200 
Oldsmobiles, and 3,100 GMC Trucks, 


General Motors realizes that the over- 
seas markets are only in the process of 
development. Goods can be sold without 
developing the market; there can be de- 
velopment without sales—but unless de- 
velopment and sales go hand in hand, the 
future is sacrificed. 

Building gradually but surely, the 
foreign field force of General Motors has 
laid the foundation for an asset of great 
value—a substantial market which prom- 
ises an ever increasing demand for pro- 
ducts sponsored by General Motors. 

In almost every overseas country Gen- 
eral Motors products are displacing anti- 
quated meaps of transportation. 





cA booklet entitled “Tue Export Orcanizations or Generat Motors” will be mailed if a 
request is directed to the Department of Financial Publicity, General Motors Corporation, New York. 


GENERAL MOTORS 


BUICK CADILLAC +- CHEVROLET OAKLAND OLDSMOBILE - GMC TRUCKS 


Delco and Remy Electrical Equipment + Harrison Radiators - New Departure Ball Bearings 
Hyatt Roller Bearings - Jaxon Rims - Fisher Bodies - AC Spark Plugs—AC Speedometers 
Brown-Lipe-Chapin Differential Gears Klaxon Warning Signals 
Inland Steering Wheels + Lancaster Steel Products - Jacox Steering Gears 
Dayton Wright Special Bodies Delco-Light Power Plants and Frigidaire 


* United Motors Service provides authorized national service for General Motors accessories - 
* General Motors Acceptance Corporation finances distribution of General Motors products - 
* General Exchange Corporation insures General Motors cars exclusively - 
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